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THEORY  AND  PRACTICE 


OF 


BANKING. 


CHAPTER  IX. 


SOM  THE  RENEWAL  OP  THE  BANK  CHARTER  IN 
1800  TO  THE  ACT  FOR  THE  RESUMPTION  OP 
CASH   PAYMENTS  IN   1819. 

1.  Soon  after  the  year  1800,  a  remarkable  phenomenon  began 
attract  the  notice  of  persons  who  had  paid  attention  to  the 
"J^ency.  We  have  just  seen  how  lamentably  deficient  the 
'Vest  of  1799  had  been,  and  the  enormous  quantities  of  grain 
became  necessary  to  purchase.  The  autumn  of  1799,  and  the 
^Uing  winter,  were  equally  unfavourable  as  the  preceding  had 
'H  to  all  descriptions  of  farming  operations.  The  spring  of 
^0  was  exceedingly  wet,  and  in  the  middle  of  the  harvest 
ivy  and  continuous  rains  set  in.  In  consequence,  the  harvest 
le  was  even  more  calamitous  than  the  preceding  one.  In  the 
tth  part  of  the  island,  the  crops  were  a  total  failure.  Notwith- 
mding  that  the  unprecedented  quantity  of  1,242,507  quarters 
wheat  were  imported,  prices  continued  to  rise  to  a  famine 
de.  The  pubhc  peace  was  with  diflBculty  preserved,  and  in 
)vember,  when  Parliament  met,  the  country  was  in  a  very 
uming  condition.  Parliament  pursued  the  usual  course,  recom- 
mded  the  most    stringent    economy  in  the  consumption  of 
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provisions,  and  offered  to  gaarantee  100s.  a  qnarter  to  all  w! 
imported  wheat.  In  spite  of  all  these  measares,  wheat  rose 
March,  1801,  to  156a.,  barley  to  90s.,  and  oats  to  47s.  In  t 
antumn  of  1799,  failures  of  great  magnitude  took  place 
Hamburg;  82  houses  came  down  with  pliabilities  amounting 
£2,500,000.  In  consequence  of  these,  discount  rose  to  15  i 
cent.  Under  the  influence  of  the  enormous  sums  of  money  tl 
had  to  be  sent  abroad  in  purchase  of  grain,  the  attraction  of  H 
high  rate  of  discount,  and  other  causes,  the  exchange  on  Hambm 
which  had  stood  so  high  for  some  years,  fell  in  January,  1801, 
29'8.,  being  upwards  of  14  per  cent  against  England. 

2.  We  have  already  seen  that,  in  the  great  monetary  crisis 
1696-97,  it  was  universally  acknowledged  by  Parliament  and  i 
most  eminent  merchants,  that  it  was  the  bad  state  of  the  oolnai 
which  produced  the  great  rise  in  the  market  price  of  bullion,  a 
the  heavy  fall  in  the  foreign  exchanges;  and  we  have  seen  that  t 
restoration  of  the  coinage  immediately  rectified  the  exchange, 
that  time  bank  notes  were  not  a  legal  tender,  and  the  langua 
invariably  applied  to  them,  when  their  current  value  differed  fn 
their  nominal  value,  was  that  they  were  at  a  discount  When  i 
men  of  that  day  saw  that  the  bank  notes  were  a  promise  to  pay 
many  "  pounds  "  on  demand,  and  when  they  saw  that  the  perst 
who  issued  them  were  unable  to  pay  thbt  number  of  pounds,  a 
that  no  one  would  give  that  number  of  pounds  for  them,  Vt 
never  used  any  other  expression  regarding  these  facts,  than  il 
the  notes  were  at  a  discount.  There  is  no  trace  of  any  one  havi 
thought  of  saying  that  it  was  the  notes  that  denot^  the  poo 
sterling,  and  that  bullion  had  risen.  When  the  reform  of  I 
coinage  took  place,  and  the  exchanges  were  simultaneon 
rectified,  it  was  said  that  the  reform  of  the  coinage  caused  i 
restoration  of  the  exchange,  and  numerous  merchants  had  writt 
pamphlets  to  combat  a  delusion  which  was  rather  prevail 
among  some  persons,  that  bullion  as  a  commodity  could  havi 
different  value  to  bullion  as  coin,  except  on  account  of  the  dep 
ciation  of  the  coinage. 

3.  Adam  Smith  had  laid  it  down  as  a  principle,  that  ai 
permanent  difference  between  the  market  and  the  Mint  price 
bullion  must  be  necessarily  caused  by  the  condition  of  the  ooina^ 
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itself;  and  Hume  had  observed  that  the  exchange  never  could  vary 
bat  little  beyond  the  cost  of  the  transmission  of  specie.  All  these 
fondamental  truths,  which  are  as  pure  matters  of  demonstration  as 
any  proposition  in  EucUd,  had  ^been  discovered  and  established 
long  before  the  period  we  are  now  speaking  of. 

4.    Such  were  the  truths  established,  when  a  metallic  currency 
was  the  only  one  thought  of,  in  estimating  value.    But  at  this  time 
a  new  principle  was  introduced — there  was  what  was  substantially 
an  inconvertible  paper  currency.     At  this  period  most  men's  ideas 
were  transferred  from  the  metallic  currency  to  the  paper  currency. 
Ever  since  the  issue  of  £1  notes,  people  thought  of  them,  when 
they  spoke  of  prices,  as  being  so  many  pounds.    When  the  suspen- 
sion of  cash  payments  first  took  place  there  was  a  general  expecta- 
tion that  the  Bank  notes  would  be  depreciated,  but  the  general 
reeolation  of  bankers  and  merchants  to  support  the  credit  of  the 
Bank,  the  determination  of  the  Government  to  receive  Bank  notes 
in  payment  of  taxes  at  their  par  value,  and  the  great  caution 
exercised  by  the  directors  during  the  first  few  years  after  the 
restriction,  had  removed  all  these  apprehensions,  and  for  some 
years  Bank  notes  circulated  at  par. 

5.  At  this  time,  however,  phenomena  occurred  which  directed 
*he  attention  of  many  persons  to  the  state  of  the  paper  currency. 
The  market  price  of  standard  gold  up  to  September,  1799,  had 
ttwtinued  at  £d  17s.  6d.  per  ounce,  and  the  price  of  foreign  gold 
ifl  coin  had  been  somewhat  higher,  on  account  of  its  greater  use  bb 
«>m  than  as  bullion.  But  in  June,  1800,  the  price  of  foreign  gold 
^^rienced  a  sudden  and  extraordinary  rise  ;  it  rose  to  £4  58.  per 
^*^"K» ;  silver  rose  5s.  7d.  per  ounce ;  and  the  foreign  exchanges 
^^  below  par.  In  January,  1801,  gold  and  silver  had  each  risen 
!*•  per  ounce,  and  the  exchange  at  Hamburg  was  at  29s.  8d., 
"^iiig  a  depression  of  14  per  cent,  below  par.  But  the  expense  of 
^^^mitting  specie  to  Hamburg  was  estimated  not  to  exceed  7 
P®^  cent.,  and,  consequently,  there  remained  a  difference  of  7  per 
^t.  to  be  accounted  for. 

^*  It  was  at  this  time  that  the  great  and  palpable  truth  was 
^'scovered,  that  if  a  deterioration  of  the  coinage  produced  a  rise  of 
the  niarket  price  of  bullion  above  the  Mint  price,  and  a  fall  in  the 
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foreign  exchanges  under  a  metallic  cnrrency,  then  that  the  opposite 
proposition  was  also  necessarily  tme.  That  nnder  a  paper  correncj 
which  was  only  the  representative  of  a  metallic  cnrrency,  if  the 
market  price  of  bullion  (t.  e.,  the  paper  price)  exceeded  the  Mint 
price,  and  the  foreign  exchanges  fell  beyond  ^e  cost  of  the  trans- 
mission of  specie,  that  excess  could  only  arise  from  the  depreciation 
of  the  representative  of  the  metalUc  currency,  and,  therefore,  that 
when  these  circumstances  occurred  they  infallibly  indicated 

THAT  THE  PAPER  CURRENCY  WAS  DEPRECIATED. 

7.  We  are  not  certain  to  whom  the  merit  of  the  discwvery  of 
this  great  and  important  truth  is  due.  If  he  had  not  the  actual 
merit  of  discovering  it,  Mr.  Walter  Boyd  was  certainly  one  of  the 
first  to  proclaim  it,  and  call  public  attention  to  it  It  was  enforced 
with  much  greater  ability  and  clearness,  by  Lord  King,  and  with 
not  so  much  distinctness  by  Mr.  Henry  Thornton,  in  his  Inquiry 
into  the  eflPects  of  Paper  Credit.  To  these  three  writers,  however, 
as  far  as  we  have  been  able  to  ascertain,  the  merit  is  doe  of  estab- 
lishing this  principle,  which  is  as  important  in  the  subject  of 
currency  as  the  Newtonian  law  of  gravity  is  in  astronomy. 

8.  The  preliminaries  of  peace  with  France  were  signed  in 
October,  1801,  at  London,  and  the  definitive  treaty  at  Amiens, 
on  the  27th  March,  1802.      The  restriction  on  cash  payments 
expired  of  itself  six  months  after  that  event ;  but,  though  the 
Bank  declared  that  its  coflPers  were  well  supplied  with  q)ecie,  and 
that  it  was  anxious  and  ready  to  resume  payments  in  cash,  the 
Chancellor  of  the  Exchequer,  Mr.  Addington,  brought  in  a  bill  on 
the    9th  April,  1802,  to  continue  the  restriction  till  the  1st  of 
March,  1803,  which  was  passed.    The  arguments  alleged  in  favour 
of  this  measure  shew  a  wonderful  decline  in  financial  knowledge 
in  the  Government  of  1802  compared  to  1696.    At  the  latter 
period  the  great  reason  alleged  for  the  reformation  of  the  coinage 
was  the  adverse  condition  of  foreign  exchanges,  and  the  rise  of 
the  market  above  the  Mint  price,  caused  by  the  depreciation  of  the 
currency.      Notwithstanding    the  vehement  opposition    of  the 
enemies  of  the  Government,  we  have  seen  the  triumphant  snooess 
of  the  re-coinage,  which   restored  the  public    credit    and  the 
exchange.    The  sagacity  of  a  Montague  would  at  once  have  seen 
that  the  adverse  state  of  the  exchange,  and  the  high  price  of 
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buUion,  were  entirely  owing  to  the  depreciated  state  of  the 
carrency,  and  that  the  only  method  of  restoring  them  to  par  was 
the  immediate  resumption  of  cash  payments.  So  great,  however, 
was  the  ignorance  upon  the  subject,  that  the  fact  of  the  exchange 
being  adverse  was  the  very  reason  alleged  why  cash  payments 
Bhonld  not  be  resumed  !  Sir  R.  Peel  said  the  course  of  exchange 
was,  at  this  moment,  against  us  all  over  Europe.  Mr.  Addington, 
in  bringing  in  the  bill,  said — 

^  It  cannot  be  necessary  for  me  to  inform  the  House  that  the 
rate  of  exchange  between  this  country  and  foreign  parts  is  disad- 
Tant^;eous  to  ourselves — ^that  the  export  trade  has  been  for  some 
months  at  a  stand,  that  while  the  rate  of  exchange  is  disadvan- 
tageous to  us,  an  augmentation  of  the  circulating  cash  would  create 
a  trade  highly  injurious  to  the  commerce  of  this  country.  For 
several  months  past,  there  has  been  a  trade  carried  on  for  purchase 
0f  guineas  with  a  view  to  exportation.  It  is  on  these  grounds  that 
I  submit  to  the  House  the  expediency  of  continuing  the  restriction 
with  regard  to  the  cash  payments  of  the  Bank." 

Why,  these  were  the  very  reasons  why  a  return  to  cash  pay- 
ments should  have  been  made  without  delay  !  The  reason  why 
the  trade  of  buying  up  guineas  was  going  on  was  just  because 
of  the  redundant  quantity  of  paper;  the  paper  "promises  to 
pay  "  were  falling  in  value  as  compared  to  the  guineas,  and,  as  a 
necessary  consequence,  guineas  were  exported,  and,  so  far  from  a 
return  to  cash  payments  augmenting  the  circulating  medium,  it 
would  infallibly  have  considerably  diminished  it  by  making  the 
Bank  reduce  its  paper  issues.  It  was  because  the  prices  of  articles 
were  so  high  in  Uiis  country  that  the  export  trade  was  unprofit- 
able, and  a  reduction  of  the  Bank  notes  would  infallibly  have 
compelled  such  a  reduction  in  prices  as  would  have  facilitated  the 
export. 

9.  The  result  of  this  extraordinary  amount  of  financial  error 
could  have  been  easily  predicted.  The  circumstances  of  the 
country  did  not  improve,  as  the  Ministry  had  taken  the  most 
eflTectual  measures  to  prevent  them  doing  so.  In  February,  1808, 
Mr.  Addington  had  to  come  forward  ^ain  to  prolong  the  re- 
striction. He  said  that  the  reasons  which  suggested  it  were  too 
strong,  and  the  necessity  too  urgent,  to  be  resisted.  The  re- 
striction was  continued  last  Session  because  the  exchanges  were 
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ndr^ne — the  exchaoige  at  Hamborgww  dien  at  pv— dni  with 
Axovterdjun  adverse.  Upoo  theae  groand^  he  nid,  it  was  ex- 
pedient to  ocmtinae  the  restnction,  until  the  pnigreMi%e  adTuioa 
i^  oar  amunewf^  would  prodooe  gnch  a  steaid j  inrlinatinn  ci  the 
exchange  in  our  favoar,  as  to  render  it  safe  to  leBome  CMh  paj- 
menu*  That  the  scarcity  of  the  last  three  jears  had  made  it 
neoeMarj  to  export  twenty  millicHiB  of  bullion  in  payment  ci  com, 
and  until  that  came  back  cash  payments  coold  not  be  resomed. 
Mr.  Fox  said  tliat  such  a  mode  of  arguing  went  to  estaUish  it  as 
a  general  axiom  that,  whenever  the  exchanges  were  adTerae,  cash 
payments  of  the  Bank  ought  to  be  suq)ended ;  and  then  he 
touched  the  right  point.  **  Perhaps,  even,  it  might  haj^n  that 
the  nn&TOurable  turn  of  the  exchange  against  this  oonntrj 
mtffht  be  owing  to  tlie  very  reetriction  on  the  Bank.''  And  he 
said — 

**  In  1772,  or  1773^  when  there  was  a  great  quantity  of  bad 
money  in  the  country,  the  course  of  exchange  was  tJben  also 
much  against  us,  but  when,  in  the  room  of  this  adnlterated 
money,  good  gold  was  substituted,  the  consequence  was  that  the 
exchanges  turned  almost  immediately  in  our  favour.  As  long  as 
our  currency  continued  bad,  the  exchange  was  against  ns,  so  it 
is  now,  became  paper  is  not  much  better  than  bad  gold;  as  it  is 
attended  with  the  same  inconveniences.  May  it  not,  therefore, 
be  expected  that,  as  in  the  former  case,  when  our  currency  was 
ameliorated,  the  course  of  exchange  turned  in  our  favour,  so  also 
if  the  Bank  now  resumed  its  cash  payments,  the  same  &Yourable 
circumstances  might  attend  the  change  ?  *' 

The  trace  of  truth  thus  hit  upon  was  not  followed  up ;  and, 
while  the  directors  of  the  Bank  alleged  that  they  were  perfectly 
able  to  resume  cash  payments,  the  Ministry  enforced  a  oontinned 
restriction  upon  them,  for  political  reasons,  until  six  weeks  after 
the  beginning  of  the  next  Session  of  Parliament.  In  the  Lords, 
Lord  Pelham  said  that  the  idea  of  renewing  the  restriction  at 
the  present  moment  originated  solely  with  the  Gk)v«mment,  who 
had  had  no  communication  with  the  Bank  on  the  matter.  The 
great  truth  doubtingly  hinted  at  by  Mr.  Fox,  was  mnch  more 
strongly  and  fully  stated  by  Lord  King  and  Lord  Moira  in  the 
House  of  Lords.  The  Ministry  complained  that  the  importation 
of  bullion  was  hangiug  fire  ;  was  it  not  plain  that  the  reason  was 
that  its  value  in  this  country  was  depreciated  by  the  plethora  of 
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paper?  and  the  trae  way  to  attract  it  was  by  diminishing  the 
qaantitj  of  the  paper,  and  so  raising  the  valne  of  the  gold.  The 
bill  wa8  carried  without  a  division. 

10.  If  the  resumption  of  cash  payments  was  nnadvisable  under 
the  preceding  circumstances,  the  untimely  end  of  the  short  and 
feverish  peace  in  1803  rendered  it  still  more  impracticable,  and, 
inunediately  upon  the  opening  of  the  Session,  a  bill  was  brought 
in  to  continue  the  suspension.  We  find  it  stated  that  the  hoarding 
of  guineas  had  been  going  on  to  such  an  extent,  that  it  was  with 
ihe  utmost  difficulty  that  they  could  be  procured  for  the  common 
purposes  of  life.  The  Chancellor  of  the  Exchequer  talked  of  the 
baseness  of  such  a  practice,  which  was  inconsistent  with  public 
spirit  and  the  duty  of  a  good  citizen.  Precisely  the  same 
language  had  been  held  by  the  revolutionary  leaders  in  the  tribune 
of  the  French  Convention  regarding  assignats.  The  debate  in  the 
Lords  produced  some  excellent  speeches.  Lord  Grenville,  who 
had  been  of  the  Cabinet  who  proposed  the  suspension  originally, 
now  gave  very  evident  signs  that  his  opinion  was  very  much 
altered,  and  severely  censured  the  attacks  of  the  Chancellor  of  the 
Exchequer  upon  those  who  preferred  to  keep  their  guineas  at 
h<Hne.  Lord  King  now  gave  the  clearest  enunciation  of  the 
principles  of  a  paper  currency,  which  had  before  been  rather 
feebly  hinted  at.    He  said — 

**  The  natural  and  only  true  limit  of  every  paper  currency  was 
the  power  of  compelling  payment  in  specie,  at  the  will  of  the 
holder.  A  paper  currency,  not  convertible  into  specie,  had  no 
rule  or  standard  except  the  discretion  of  the  persons  by  whom 
it  was  issued.  To  determine  the  quantity  of  currency  necessary 
for  circulation  was  in  all  cases  a  difficult  and  delicate  problem. 
A  very  strict  attention  to  the  price  of  bullion,  and  the  state  of 
the  foreign  exchanges,  was  alone  capable  of  affording  a  just 
eriterion  by  which  the  quantity  could  be  truly  ascertained. 
Without  a  perpetual  reference  to  these  tests  it  was  impossible 
to  maintain  the  full  valne  of  the  currency.  That  the  Bank 
directors  had  failed  in  the  performance  of  this  duty  was  evident, 
firom  the  enormous  increase  in  the  quantity  of  their  notes,  and 
the  great  derangement  which  had  taken  place  in  the  price  of 
silver  and  the  foreign  exchange?  since  the  period  of  the  re- 
striction.    He  said  that  the  excessive  quantity  of  Bank  notes,  by 
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raising  the  market  price  of  silver  above  the  Mint  price,  was  one 
of  the  caoses  of  the  present  scarcity  of  the  silver  coin." 

11.  The  Act  which  restrained  the  Bank  of  England  from 
paying  in  specie  also  enacted  that  country  bankers  should  be 
liable  to  discharge  their  notes  in  Bank  of  England  paper.  Henoe 
the  very  same  rules  applied  to  the  issue  of  the  country  banks, 
where  paper  was  converted  into  Bank  of  England  notes,  a8 
formerly  applied  to  the  Bank  paper  when  convertible  into  specie ; 
and  the  country  Bank  paper  was  based  upon  Bank  of  England 
paper,  just  in  the  same  way  as  the  latter  had  been  based  upoa 
specie.  So  the  Directors  of  the  Bank  not  only  controlled  their 
own  issues,  but  those  of  every  other  Bank  in  the  country,  and  any 
excess  of  paper  issued  by  them  was  immediately  multiplied  and 
propagated  throughout  the  kingdom. 

12.  The  facilities  of  communication  with  the  metropolis,  even 
in  that  age  which  we  are  now  accustomed  to  consider  as  slow,  as 
compared  with  our  own,  were  sufficient  to  prevent  the  depreciation 
of  a  local  currency  in  Great  Britain,  at  least  since  1765,  when  the 
Scotch  notes  were  depreciated,  on  account  of  certain  conditions 
they  contained  impeding  their  payment  in  gold  on  demand.  Bnt» 
Ireland,  from  the  distance  of  the  sea  passage,  and  the  difficulty  of 
access,  might  be  considered  as  a  foreign  country,  which  resem* 
blance  was  further  promoted  by  its  having  a  currency  of  its  o?m, 
distinct  from  that  of  Great  Britain.  The  Irish  shilb'ng  in  those 
days  contained  18  pence,  and  as  the  pound,  both  English  and 
Irish,  was  240  pence,  a  slight  calrulation  will  shew  that  £100 
English=£108  6s.  8d.  Irish.  Hence  the  par  of  exchange  between 
England  and  Ireland  was  called  eight  and  one-third. 

18.  Although  there  was  no  nm  upon  the  Bank  of  Ireland,  and 
the  exchange  with  England  was  favourable,  and  bullion  was  flow- 
ing in,  the  Bank  of  Ireland  was  directed  by  Parliament  to  suspend 
its  payments  in  cash  at  the  same  time  as  the  Bank  of  England, 
and  an  Act  was  passed  by  the  Irish  Parliament  containing  analo- 
gous provisions  to  the  English  Act. 

14.  Ever  since  the  year  1794  the  exchange  at  Dublin  on 
London  had  been  uniformly  in  favour  of  Dublin,  standing  usually 
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abont  £7  lOs,  In  the  first  three  months  of  1797,  it  rose  so  high 
as  £6 148.  9d. ;  in  the  second  three  months  it  rose  to  £6  7s.  2d. ; 
And  in  the  third  period  of  three  months,  it  attained  the  very  great 
height  of  £5  18s.  lOd. ;  the  highest  it  stood  at  on  any  day  being 
£5  108.  From  that  period  it  began  steadily  to  decline,  and  it 
coDtinaed  to  fell  progressively  through  each  year,  until  in  January, 
1804,  it  reached  the  extraordinary  depression  of  £18.    No  guineas 

I  were  to  be  had  for  Bank  of  Ireland  notes,  except  at  a  premium  of 
2b.  4d.  or  2s.  6d.     This  enormous  depression  was  noticed  by  Lord 

>  Archibald  Hamilton,  on  the  13th  February,  1804,  in  the  debate 
on  the  Irish  Bank  Restriction  Bill.  He  stated  that,  when  the 
lestriction  Act  passed,  the  issues  of  the  Bank  of  Ireland  were 

f  £600,000,  whereas  now  they  were  £2,700,000.  He  said  that 
between  Dublin  and  Belfast,  though  not  more  than  100  miles 
ipart,  there  was  a  difference  in  the  exchange  of  10  per  cent.,  and 
that  in  the  exchange  with  London  it  was  sometimes  as  much  as 
20  per  cent,  against  Dublin.  That  gold  coin  rose  in  value  just  in 
proportion  as  paper  was  depreciated. 

15.  This  great  disorganisation  of  the  monetary  business 
between  the  two  countries  at  length  excited  the  serious  attention 
of  Parliament,  and,  on  the  motion  of  Mr.  Foster,  a  Committee  was 
minted  ^'to  inquire  into  the  cause  of  the  present  high  rate  of 
exchange  between  Great  Britain  and  Ireland,  and  the  state  of  the 
currency  in  the  latter  kingdom."  The  Committee  consisted  of  Mr. 
Porter,  Lord  A.  Hamilton,  Lord  Henry  Petty,  Lord  Folkestone, 
Mr.  Pitt,  Mr.  Fox,  Mr.  Grey,  Mr.  Rose,  Mr.  Canning,  Sir  W. 
Palteney,  Sir  J.  Newport,  Mr.  J.  C.  Beresford,  Mr.  Slieridan,  and 
Mr.  Brogden. 

r 

16.  The  circumstances  which  gave  rise  to  the  appointment  of 
this  Conunittee  and  its  report,  are  deserving  of  great  attention,  as 
they  are  the  first  regular  investigation  by  Parliaaent  into  the 
tiieory  of  the  paper  currency,  and  they  were  the  antctype  of  what 
aferwards  occurred  in  England,  and  gave  rise  to  the  appointment 
of  the  Bullion  Committee. 

17.  The  Bank  of  Ireland  sent  two  of  its  Directors  to  be 
oamined  as  witnesses,  Mr.  Colville  and  Mr.  D'Olier.  Mr. 
Colville  stated  that  the  issues  of  the  Bank  notes  at  the  time  of 
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the  reetriction  were  between  £600,000  and  £700,000,  but  they 
were  now  abont  £3,000,000 ;  and  when  asked  the  motives  for 
such  an  extraordinary  increase,  said  that  the  exchange  became 
extremely  adverse  aboat  two  years  after  the  restriction,  the 
money  of  the  country  was  carried  out  of  it,  for  the  purpose  of 
paying  the  balances  of  remittances,  and,  consequently,  as  the 
medium  of  gold  decreased,  it  became  necessary  to  supply  iU 
place  with  paper.  He  said  that»  after  the  restriction,  it  was 
necessary  to  supply  notes  for  the  payments  that  would  have 
been  made  in  guineas,  and  this  amount  he  placed  at  £1,200,000. 
He  admitted  that  before  the  restriction,  whenever  there  was  a 
drain  of  gold  from  the  Bank,  they  were  in  the  habit  of  diminish- 
ing its  issues  to  strengthen  themselves  against  the  continuance 
of  the  drain.  That  whenever  the  exchange  was  unfavourable,  tlie 
necessity  for  self-preservation  compelled  them  to  reduce  their 
issues,  and  that  this  limitation  was  for  the  purpose  of  lessening 
the  drain  of  guineas.  But  he  said  that  it  was  generally  thought 
that  the  extension  of  paper  in  Ireland  was  the  cause  of  the  high 
exchange,  but,  in  his  opinion,  it  was  directly  the  reverse,  inasmuch 
as  far  as  the  circulation  of  paper  has  supplied  the  circulating 
medium,  it  enabled  the  gold  which  before  stood  in  its  place  to 
be  exported  out  of  the  country,  and  so  far  was  a  clear  and  de- 
cided cause  of  preventing  the  exchange  getting  to  a  higher^pitch ; 
and  he  said  that  it  must  appear  that  his  opinion  was  that  the 
circulation  of  Bank  paper  in  Ireland  was  in  no  shape  the  cause 
of  the  high  exchange.  He  said  that  he  clearly  and  decidedly 
considered  the  sole  cause  of  the  high  rate  of  exchange  to  be  thi^ 
Ireland  owed  a  great  deal  more  money  than  she  could  pay.  He  con- 
sidered the  true  criterion  of  such  balance  of  debt  to  be  the  state  of 
exchange  between  Dublin  and  London,  and  London  and  Dublin. 
That  when  the  exchange  was  considerably  above  par  it  was  said  to 
be  against  Ireland,  and  in  that  case  certainly  at  that  time  Ireland 
owes  more  money  than  she  is  able  to  pay.  Mr.  Colville  repeated 
these  opinions  several  times :  more  often  than  it  is  necessary  to 
quote.  When  pressed  with  the  question  whether  the  rates  of  ex- 
change might  be  influenced  by  the  value  of  the  medium  in  which 
the  balance  of  debts  was  paid,  as,  for  instance,  if  it  were  paid  in 
degraded  or  adulterated  coin,  he  admitted  that  it  might  be  so  with 
respect  to  coiUf  but  he  denied  that  such  views  in  any  way  applied 
to  Bank  of  Ireland  paper.      Mr.  D*01ier  coincided  with  these 


DEBANQEHSNT  OF  THE  IRISH  CUKBENCT  IN  1804.  11 

viewBy  and  attribnted  the  state  of  the  exchanges  to  the  same  causes. 
When  asked  whether  it  was  possible,  in  any  case  whatever,  for 
there  to  be  snch  an  augmentation  of  inconyertible  Bank  paper 
as  to  diminish  its  yalue  in  exchange  for  goods,  although  the 
confidence  that  they  might  be  paid  off  at  some  remote  and 
indefinite  period  might  be  maintained,  he  said  he  thought  it 
poesible,  but  not  probable.  He  said — "I  have  heard  it  stated 
that  because  gold  is  bought  at  a  premium,  that,  therefore.  Bank 
of  Ireland  notes  are  by  so  much  depreciated,  and  at  an  absolute 
disGount  as  to  the  amount  of  that  premium.  That  was  not  the 
proper  way  to  look  at  the  question.  The  circulation  said  to  be 
depreciated  must  first  be  proved  to  have  become  burdensome  td 
the  holders,  and  bai^ins  to  have  been  made  by  unnecessary 
purchasers  to  get  rid  of  that  which  they  fDund  inconvenient,  or 
were  apprehensive  to  hold.  The  mere  buying  of  gold  at  an 
advanced  price  beyond  that  of  the  Mint,  is  the  effect,  and  not 
the  cause,  of  the  exchange,  and,  therefore,  no  proof  of  the 
depreciation  of  the  paper  itself."  As  both  these  witnesses 
maintained  that  the  exchanges  might  be  depressed  to  any  extent 
by  the  mere  fact  of  debts  being  due  by  the  country,  it  is  much 
to  be  regretted  that  the  Committee  did  not  ask  them  if  it  were 
possible,  in  their  opinion,  for  the  exchange  to  be  depressed 
beyond  the  limit  of  the  expense  of  the  transmission  of  bullion, 
and,  if  so,  how  it  could  be  possible  ? 

18.  The  description  given  by  the  witnesses  of  the  state  of 
the  metallic  currency  was  most  astonishing.  Mr.  D'Olier  had 
some  of  it  weighed.  The  base  currency  took  about  126s.  to  the 
pound  weight ;  the  Mint  silver  which  was  in  circulation,  was 
very  scarce  and  very  much  worn,  contained  94s.  6d.  to  the 
pound  weight,  whereas,  when  new  from  the  Mint,  it  contained 
62s.  to  the  pound  weight.  Of  the  base  shillings,  the  best  did 
not  contain  more  than  6d.,  and  the  worst  about  ;)d.  These  base 
pieces  were  coined  and  sold  privately  to  agents  who  had  the 
means  of  circulating  them,  at  28s.  to  858.  the  guinea.  When 
such  was  the  state  of  the  metallic  currency  in  Dublin,  the 
provinces  in  the  south  were  even  worse  off.  One  witness  stated 
that  the  silver  currency  had  totally  disappeared  from  the 
southern  parts,  that  the  vacuum  was  supplied  by  silver  notes; 
that  these  sDver  notes  had  driven  out  the  whole  of  the  silver 
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currency,  and  ftx)m  ttieir  increased  amount,  as  well  as  ttie  in- 
creasing issues  of  private  bankers*  notes  of  every  other  descrip- 
tion, prices  had  risen  greatly.  That  the  bad  currency  had  been 
increasing  most  mischievously  during  the  last  twelve  months, 
that  there  was  still  a  very  good  supply  of  good  silver  in  the 
south  which  was  hoarded  on  account  of  these  silver  notes ;  but 
if  they  were  suppressed,  it  would  come  into  circulation  again. 
He  said  all  sorts  of  traders,  as  well  as  bankers,  issued  notes  for 
8s.  9^  and  6s.,  payable  at  twenty-one  days  after  date.  He 
thought  that  the  increase  of  the  paper  circulation  augmented 
the  state  of  exchange  against  DabUn.  That  the  premium  on 
guineas  was  a  proof  of  the  depreciation  of  the  Bank  notes;  and 
that  as  the  exchange  rose  the  depreciation  continued.  That  the 
premium  on  guineas  was  then  7  or  8  per  cent.  He  himself  had 
bought  large  quantities  of  guineas  at  a  premium  of  2s.  6d.  each. 
In  the  north  of  Ireland,  however,  all  bills  were  payable  in  gold ; 
they  would  have  nothing  to  do  with  any  paper  currency,  and 
while  the  exchange  on  Dublin  was  16  (7  two-thirds  below  par), 
the  exchange  on  Belfast  was  7  or  8  per  cent,  (one-third  above 
par).  He  argued  that,  since  the  exchange  in  gold  was  favourable 
to  Ireland,  the  real  exchange  must  be  in  her  favour,  and  that  if 
any  considerable  quantity  of  gold  came  into  circulation,  it 
would  at  once  tend  to  diminish  the  premium  on  guineas,  and 
lower  the  rate  of  exchange.  However,  he  thought  that  the 
high  state  of  the  exchange  was  a  clear  proof  that  the  balance  of 
payments  was  against  Ireland  annually.  While  no  Bank  of 
Ireland  or  private  Bank  notes  could  be  exchanged  for  guineas, 
except  on  paying  a  premium  of  2s.  6d.  each.  Bank  of  England 
paper  bore  exactly  the  same  premium  as  guineas,  and  were 
received  in  every  transaction  as  equivalent  to  guineas.  And  yet 
the  directors  of  the  Bank  of  Ireland  maintained  that  their  notes 
were  not  depreciated ! 

19.  In  the  north  of  Ireland,  where  nothing  but  gold  was 
current,  and  paper  was  tabooed,  the  exchange  at  Belfast  with 
London  had  always  continued  favourable  to  Belfast,  and  even 
while  the  exchange  at  Dublin  was  progressively  sinking,  the 
exchange  at  Belfast  continued  to  rise  ;  thus,  the  state  of  the 
exchanges  during  the  years  1803  and  1804,  when  the  Committee 
were  appointed,  was  as  follows  : — 
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1803. 

Dublin. 

Belfast. 

Average  of  1st  quarter     .. 

.       £11     1     9 

£7  12     6 

2nd 

13     8  11 

8     8     8 

8rd 

15  17     0 

7  12     6 

4th 

15     8     7 

5  12     6 

1804. 

January  27th 

18     0     0 

6     0     0 

There  was,  therefore,  at  that  time,  a  difference  of  12  per  cent, 
between  the  exchange  at  Dublin  and  at  Belfast.  Consequently, 
if  the  opinions  of  the  Directors  of  the  Bank  of  Ireland  were  true, 
enormous  payments  were  being  made  from  Dublin  to  London,  and 
a  balance  of  payments  was  due  from  London  to  Belfast.  However, 
Mr.  Marshall,  the  Inspector  General  of  Imports  and  Exports  at 
Belfast,  held  a  very  different  opinion  with  respect  to  Irish  Bank 
notes,  for  he  appends  to  the  table  of  exchanges  prepared  by  him 
this  note — 

"  It  has  certainly  been  heretofore  held  as  a  maxim  of  commerce, 
that  the  balance  of  trade  has  in  a  great  measure  regulated  the  rate 
of  exchange  ;  and,  if  specie  was  equally  in  circulation  in  England 
and  Ireland  as  formerly,  the  criterion  would,  no  doubt,  still  be 
tolerably  just.  But  the  issue  of  paper  in  Ireland  is  so  great  as  to 
make  it  subject  to  a  heavy  discount,  whilst  in  England  it  circulates 
without  any  depreciation  at  all.  /  imagine  the  rate  of  exchange 
between  the  two  countries,  therefore,  is  very  much  influenced  by  the 
rate  of  discount  on  Irish  Bank  notes.'^ 

20.  It  is  scarcely  necessary  to  observe  that  if  the  opinion  of 
the  Directors  of  the  Bank  of  Ireland  were  true,  that  the  rate  of 
exchange  at  Dublin  on  London  was  due  entirely  to  the  heavy 
debts  due  from  Ireland  to  England,  their  townsmen  must  have 
been  great  simpletons  to  purchase  bills  on  London  in  Dublin  at 
such  an  enormous  sacrifice,  when  they  could  have  got  them  at 
Belfast  10  to  12  per  cent,  cheaper.  But  it  appeared  that  specie 
was  at  a  premium  of  10  or  12  per  cent,  in  DubHn,  so  that  the 
bills,  when  paid  for  in  cash,  were  exactly  the  same  rate  in  Dublin 
and  Belfast. 

21.  In  order  to  test  the  fact  that  the  rate  of  exchange  was 
due  to  the  excess  of  payments  owing  by  Ireland,  the  Committee 
had  evidence  on  the  subject,  and  it  appeared  most  decisively 
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that  80  far  from  the  balance  of  payments  being  against  Ireland, 
there  was  a  very  large  balance  in  her  favonr.  The  witnesses 
differed  as  to  the  precise  snm,  but  thej  agreed  as  to  the  fiact  of 
there  being  a  large  smn  dne  to  Ireland,  and,  consequently,  that 
the  exchange  ought  to  be  in  her  favour,  which  was  precisely  the 
case  at  Belfast,  where  payments  were  made  in  specie.  With  this 
incontroTertible  eyidence  before  them,  the  Committee  did  not 
hesitate  to  express  their  conviction  that  the  real  balance  of  pecn- 
niary  transactions  was  greatly  in  favour  of  Ireland,  and  that» 
consequently,  the  real  exchange  was  and  ought  to  be  under  par, 
and  that  they  felt  themselves  compelled  to  seek  in  other  causes 
than  the  balance  of  debts  for  the  unfavourable  exchange  then 
existing  between  them. 

22.  We  have  akeady  seen  that  when  in  1696  the  silver  coinage 
was  being  recoined,  a  difference  arose  between  Bank  notes  and 
specie  of  20  per  cent.,  and  between  tallies  and  specie  of  40  per 
cent.,  it  was  universally  said  that  Bank  notes  and  tallies  were  at  a 
discount  of  20  and  40  per  cent.  There  is  no  trace  of  any  other 
language  but  that  being  applied  to  them.  In  the  year  1804  Irish 
Bank  notes  were  exchanged  for  specie  at  a  difference  of  10  per 
cent.,  so  that,  with  a  guinea  in  specie,  any  one  might  purchase 
a  guinea  note  and  28.  or  more  in  silver.  The  merchants  of 
1696  Would  have  expressed  such  a  state  of  things  by  saying 
that  the  note  had  fallen  to  a  discount  of  10  per  cent.  But  at 
this  period  a  new  mode  of  expressing  it  was  discovered ;  it  was 
stoutly  maintained  that  it  was  not  the  paper  which  was  depre- 
ciated, but  the  guinea  which  had  risen  in  value!  Thus,  one 
witness  being  asked — "  Do  you  know  that  the  Bank  of  Ireland 
paper  is  depreciated  ?  "  said — "  I  am  not  aware  of  it,  because  I 
should  not  say  paper  was  depreciated,  unless  there  was  a  forced 
issue  of  it,  and  that  it  was  offered  at  a  discpunt  on  all  occasions. 
I  should  rather  now  say  that  gold  is  increased  in  value  than  the 
paper  is  depreciated."  AVhen  asked — "  What  do  you  consider  to 
be  the  best  criterion  of  the  depreciation  of  paper  currency,  an 
alteration  of  its  value  compared  with  the  general  property  of  any 
country,  or  its  alteration  compared  with  a  given  article,  viz., 
guineas  ?  "  he  says — **  I  think  the  first  the  best  criterion,  because 
guineas  may  be  wanted,  as  in  the  present  case,  for  special  purposes.'* 
It  is  somewhat  surprising  that  the  witness  did  not  remember  that 
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Bank  notes  are  a  ^  promise  to  pay  **  guineas,  and  they  are  not  a 
proDiifle  to  pay  another  kind  of  property.  When  askei— '*  Do  you 
not  oonoeive  ^at  the  fisM^t  of  a  premiom  existing  on  English  Bank 
notes  in  Ireland  and  exchanged  for  Irish  Bank  notes,  affords  some 
indication  that  it  is  Irish  paper  which  is  depreciated,  and  not  the 
price  of  gold  which  is  locally  raised?" — "I  do  not."  Other 
witnesses  agreed  in  these  opinions.  When  we  consider  the  nature 
of  an  exchange,  and  the  state  of  facts  proved  with  regard  to  the 
Irish  coinage,  at  that  time,  we  might  ahnost  smile  at  these  ideas, 
and  attribute  them  to  the  peculiar  methods  of  thinking  which  are 
sometimes  prevalent  on  the  western  side  of  St.  George's  Channel ; 
but  we  shaU  find  that  when  a  precisely  similar  state  of  things  took 
place  in  England,  with  regard  to  the  foreign  Exchanges,  the  very 
same  doctrines  were  long  and  stoutly  asserted  by  a  very  numerous 
party  in  this  country,  and  would  probably  be  so  again  under  similar 
circumstances. 

23.    There  was  one  witness,  however,  who  held  very  different 

opinions — Mr.  Marshall,  the  Inspector  General  of  Imports  and 

iixports.    He  said  that  there  were  shops  in  the  principal  streets  of 

Dublin  for  buying  and  selling  guineas,  and  that  the  retail  price  of 

a  guinea  then  was  a  paper  guinea  and  2s.  2d.    He  said  that  at  the 

end  of  December,  1808,  the  price  of  a  bill  in  Dublin  upon  London 

for  £100  British  was  £116  10s.,  if  bought  with  Irish  Bank  notes, 

tat  if  purchased  with  specie  the  price  was  only  £106  10s.  Irish. 

^e  same  thing  was  observable  in  all  domestic  transactions.     The 

^Q  with  a  gold  guinea  in  his  pocket,  going  to  market,  had  the 

advantage  of  the  same  premium  over  the  man  with  the  paper 

&^nea,  bo  he  could  go  to  a  specie  shop,  and  with  his  gold  guinea 

^J  a  paper  guinea  and  the  premium  ;  then  he  had  a  paper  guinea 

®^  the  same  value  as  the  other  man  and  the  premium  besides. 

^ttk  of  England  notes  were  exactly  equivalent  to  guineas.    From 

*11  these  facts,  it  appeared  that  the  Irish  Bank  note  wanted  10  to 

^^  per  cent,  of  the  value  of  specie.    It  was  contended  that  this 

^^  due  to  the  rising  in  value  of  specie,  and  not  to  the  depreciation 

^f  notes ;  but  if  specie  had  risen  so  much  in  value,  or,  which  was 

^^e  same  thing,  if  commodities  had  fallen  so  low  as  10  jr  12  per 

J^^t.,  such  a  state  of  things  could  not  have  continued  ftir  any 

^^gth  of  time,  because  such  a  degree  of  cheapness  would  have 

^racted  specie  from  Great  Britain,  where  it  had  not  risen. 
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Moreover,  Bank  notes  had  been  issued  at  par  with  specie,  at  its 
current  value,  whatever  it  was,  and  they  ought  to  have  risen  pari 
passu  with  it,  so  as  to  be  exchangeable  with  it,  and,  therefore, 
whatever  they  wanted  of  this  exdiangeable  property  must  be  con- 
sidered as  a  falling  off  from  their  original  value,  or  a  depreciation 
to  that  extent.  And,  therefore,  he  was  clearly  of  opinion  that  the 
Irish  paper  currency  was  depreciated. 

24.  After  shewing  that  the  balance  of  payments  had  been  for 
a  long  series  of  years  favourable  to  Ireland,  but  that  the  exchange 
had  never  ceased  to  be  greatly  depressed,  he  was  asked — 

**  Do  you  also  mean,  on  the  whole  of  your  evidence,  to  give  it 
as  your  decided  opinion  that  there  is  and  has  been  a  depreciation 
in  the  paper  currency  in  Ireland,  and  that  the  high  rates  of 
exchange,  which  have  prevailed  and  still  prevail,  have  arisen  from 
the  depreciation  ?  " 

"  I  do  ;  the  high  exchange  in  Dublin  which  has  now  continued 
for  some  years,  must,  no  doubt,  have  aeiskn,  like  all  OTHEa 

PERMANENTLY  HIGH  EXCHANGES  WHICH  HAVE  EVER  EXISTED, 
FBOM  THE  DEPRECIATED  STATE  OF  THE  CURRENCY  WITH  WHICH 

BILLS  OF  EXCHANGE  ARE  PURCHASED,  aud  the  Same  remedy 
might,  perhaps,  be  resorted  to  with  success  in  the  present  case, 
which  has  never  failed  to  be  effectual  on  all  former  occasions, 
namely,  a  removal  of  the  depreciation." 

These  are  the  ideas  of  the  men  of  1696  ;  we  shall  find  a  long 
dreary  period  elapse  before  their  truth  was  again  generally  re- 
cognised in  this  country.  The  amazing  absurdity  of  supposing 
that  the  exchange  could  have  fallen  to  118,  on  account  of  the 
balance  of  payments  alone,  can  be  easily  shewn.  We  cannot 
suppose  that  the  cost  of  transmitting  the  specie  from  Dublin  to 
London  could  have  been  more  than  £2  at  most.  Consequently, 
as  £108  6s.  8d.  was  the  par  of  exchange,  if  the  rate  of  the 
exchange  fell  below  £110  68.  8d.,  it  would  have  been  cheaper 
to  send  the  specie  itself.  Surely,  the  Irish  would  never  have 
been  so  foolish  as  to  pay  £118  in  Dublin  to  purcha^  a  debt  in 
London  of  £100,  when  they  could  place  the  cash  itself  on  the 
spot  for  £110  6s.  8d. 

25.  The  directors  of  the  Bank  of  Ireland  had  admitted  that 
before  the  Restriction  Act  they  were  obliged  to  regulate  their 
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issaes  of  paper  by  the  price  of  guineas  and  the  exchange  with 
Ixmdon.  Wheneyer  they  h^d  an  unusual  demand  for  guineas, 
and  the  exchange  was  adyerse,  they  had  been  obliged  to  diminish 
their  issues  to  prevent  the  continuance  of  the  demand  fDr  guineas. 
As  soon,  however,  as  they  were  released  from  paying  in  cash, 
they  no  longer  thought  themselves  bound  to  follow  the  same 
rules,  and  we  have  seen  how  prodigiously  they  had  extended 
their  issues.  They  admitted,  however,  that  it  was  a  possible 
case,  that  their  issues  might  be  too  great,  and  a  ilew  theory  was 
now  advanced  which  we  shall  be  called  on  to  discuss  at  sonle 
length  in  a  future  chapter,  but  we  notice  it  now  because  this 
appears  to  have  been  the  first  occasion  it  was  propounded  by 
mercantile  men.  Mr.  Irving  being  asked  if,  in  his  opinion,  Irish 
Bank  notes  were  depreciated,  said  that  he  did  not  think  so, 
although  guineas  were  selling  at  a  premium — 

**  Explain  your  reasons." 

"  I  am  of  opinion  that  a  bank,  managed  with  prudence,  would 
only  issue  notes  in  proportion  to  the  demand  which  may  be 
made  for  those  notes,  in  exchange  for  good  and  convertible 
securities,  such  as  mercantile  bills  of  exchange  payable  at 
specific  periods  of  undoubted  respectability,  founded  upon  real 
mercantile  transactions,  upon  (xovernment  securities  such  as 
exchequer  bills,  in  the  purchase  of  Spanish  dollars,  or  other 
bullion;  and  the  circumstances  of  the  bank  notes  of  Ireland 
being  demanded  for  such  good  and  convertible  securities,  I  am 
of  opinion,  is  a  proof  that  they  are  not  too  large  in  amount,  and 
that  their  value  is  not  depreciated." 

We  shall  see  afterwards  that  this  theory  was  adopted  by  the 
directors  of  the  Bank  of  England.  It  is  one  quite  opposed  to 
that  by  which  the  Irish  directors  acknowledged  themselves 
obliged  to  follow  whilst  they  were  liable  to  pay  their  notes 
in  gold.  Hence,  if  it  was  correct,  it  inevitably  followed  that  the 
issues  of  a  bank  should  be  governed  on  totally  different  prin- 
ciples under  a  convertible  and  an  inconvertible  paper  currency. 

26.  Afler  accumulating  a  considerable  body  of  evidence  upon 
the  subject,  and  examining  witnesses  of  all  sorts  of  various 
opinions  and  various  professions,  the  Committee  reported  that  the 
real  exchange  was  in  favour  of  Ireland,  and  that  the  difference 
between  the  real  and  nominal  exchange  arose  from  the  depre- 
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ciation  of  the  Irish  paper.     They  pointed  ont  the  absarditj  of 
supposing  that  the  valne  of  gold  had  risen,  and  not  that  the 
paper  was  depreciated.    Thej  said  that  the  difference  between 
the  rate  of  exchange  could  never  vary  more  than  the  cost  of 
transmitting  specie  from  one  to  the  other,  and  that  any  excess 
above  that  could  only  arise  from   other  causes.      They  then 
noticed  the  enormous  increase  of  the  paper  currency  that  had 
taken  place,  since   the   only   check  against  over-issue  was  re- 
moved, namely,  convertibility  into   gold    at    the   will   of   the 
holder — the   great  quantity  of  base  and  counterfeit  coin  &bri- 
cated  and   forced  into  circulation — and  shewed  that,  nnder  an 
unfavourable  state  of  the   exchange,  the   paper  currency  had 
always  been  diminished.     ''If  prudence  had  not  dictated  such 
a  course,  necessity  would  have  compelled  a  diminution  of  issues^ 
by  diminishing  the  stock  of  specie  which  could  only  be  replaced 
at   a  loss  proportionate   to  the  existing  rise  of  exchange,  and 
your  Committee  observe  that,  in  fact  as  well  as  in  theory,  the 
result  of  such  practice  always  was  and  must  be  the  redress  of 
the  unfavourable  exchange.    Since  the  Restriction  Act,  however, 
the  directors  had  acted  exactly  upon    the  opposite   principle^ 
when  the  exchange  was  unfavourable,  they  had  greatly  increased 
their  issues.    Excessive  issues  of  paper  produce  a  proportionate 
rise  in  the  rates  of  the  exchange,  for  these  are  obviously  influ- 
enced by  the  value  of  the  medium  in  which  the  payments  are 
made  and  the  quantity  of  that  medium  necessary  to  effect  a 
given  payment  must  be  increased  as  the  value  of  the  medium 
diminishes,  no    matter  whether   the  payments  be  made  in  a 
degraded  and  adulterated  coin,  or  in  a  depreciated  paper.    If 
paper  by  depreciation  comes  to   represent  a  less   quantity  of 
money  than  it    professes  to    do,  it  must  make  the  exchange 
which  it  is  to  pay  appear  unfavourable,  in  the  same  manner  as 
coin  in  which  it  were  to  be  paid  would  have  done,  if  by  d^ra- 
dation  it  should  cease  to  contain  the  same  portion  of  gold  whidi 
it  used  to  do ;  and  the  removal  of  the  degradation  in  the  one 
case,  and  of  the  depreciation  in  the  other,  would  have  the  same 
effect  in  bringing  the  exchange  to  par,  or  whatever  might  be  its 
real  state." 

27.    After  recommending  several  minor  remedies  the  com- 
mittee  said — "But  all  the  benefits  proposed  by  this  mode  oC 
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remedies  would  be  of  little  ayail,  and  of  very  limited  duration, 
if  it  did  not  promise  at  the  same  time  to  cure  the  depreciation 

of  paper  in  Ireland,  by  diminishing  its  over-issue 

And  your  Committee  do,  in  express  terms,  declare  their  dear 
opinion,  that  it  is  incumbent  on  the  Directors  of  the  Bank  of 
Ireland,  and  their  indispensable  duty,  to  limit  their  paper  at  all 
times  of  an  unfavourable  exchange,  dunng  the  continuance  of  the 
restriction,  exactly  on  the  same  principle,  as  they  would  and  must 
have  done,  in  case  the  restriction  did  not  exist,  and  that  all  the 
evils  if  a  high  and  fluctuating  exchange  must  be  imputable  to 
than  if  they  fail  to  do  so." 

28.  They  then  noticed  the  miserable  state  of  the  silver  coinage^ 
or  rather  the  base  metal,  and  notes  and  I.  0.  U.'s  substituted  in 
itB  place,  which  they  said  was  clearly  to  be  traced  to  the  un- 
&Toarable  exchange.  As  long  as  the  exchange  continued  in 
that  unfavourable  state,  all  the  genuine  silver  coin  transferred 
itself  to  England,  and  the  place  of  the  genuine  silver  coin  was 
sopplied  by  these  small  silver  notes  in  the  country  districts,  and 
in  Dublin,  where  they  were  not  issuable,  by  an  extremely  base 
«lver  coinage  which  was  privately  fabricated  in  great  quantities, 
•B  of  which  evils  could  only  be  cured  by  the  restoration  of  the 
exchanges  to  their  true  state,  and  the  issue  of  a  genuine  silver 
coinage. 

29.  The  Committee  contented  themselves  with  declaring,  in 
the  most  emphatic  terms,  that  the  Bank  of  Ireland  ought  to 
i^golate  its  issues  by  the  state  of  the  exchanges,  but  it  did  not 
^wcnag  the  new  theory  propounded,  that  the  paper  currency 
•hottld  be  regulated  by  the  mercantile  bills  of  exchange  offered  for 
iwount.  No  one  who  has  paid  any  attention  to  the  principles  of 
the  subject,  and  carefully  considered  the  facts  produced  before  the 
^^^^Quoittee,  can  fail  to  acquiesce  in  their  judgment,  and  we  cannot 
^  to  remark  that  none  of  the  professional  witnesses,  t.  e.,  the 
^tora  of  the  Bank  of  Ireland,  or  the  other  Bankers  examined, 
W  attained  the  smallest  glimpse  of  the  principles  which  governed 
their  own  business,  and  by  which  they  should  have  directed  their 
I*%.  Its  true  principles  were  clearly  seen  and  announced  solely 
^J  the  extra-professional  witnesses,  and  laid  down  by  the  states- 
"*cu  who  formed  the  Committee.    We  may  8upix)se  that  fear  of 
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giving  offence   to  their   cnstomers^  and  bo   diminishing   Adr 
business  and  profits,  may  have  somewhat  dimmed  their  peroeplioM. 

80.  As  it  was  evident  that  as  long  as  the  different  cnrrendet 
between  the  countries  continued,  there  must  be  an  exchange  from 
the  want  of  a  common  medium  of  payment,  the  Committee  stionglf 
recommended  that  the  moneys  of  circulation  and  account  should 
be  assimilated,  and  that  BanJc  of  Ireland  notes  should  be  payable 
in  Bank  of  England  paper,  and  that  the  Bank  of  Ireland  should 
establish  a  ftmd  at  their  credit  in  London  for  that  purpose,  and 
that  all  bills  should  be  payable  at  a  fixed  date,  which  measures  had 
been  found  to  reduce  the  Scotch  exchanges  to  par,  and  maintain 
them  so  ever  since  the  year  1763,  through  all  the  political  and 
commercial  convulsions  of  the  period. 

31.  The  presentation  of  this  report  does  not  seem  to  have 
excited  any  discussion  in  the  House  till  many  years  afterwarchu 
In  1809  Mr.  Parnell  moved  that  the  currencies  of  England  and 
Ireland  should  be  assimilated  in  accordance  with  the  recommend- 
ation of  the  Committee,  which  was  rejected  without  a  division. 
The  Report  does  not  seem  to  have  been  printed  for  public  circula- 
tion  till  1826  ;  but  it  was  probably  communicated  to  the  Bank, 
and  produced  some  effect  upon  their  policy.  A  fact  was  stated  by 
Mr.  Foster  in  the  House  that  in  the  months  of  May,  June,  and 
July,  1804,  the  directors  diminished  their  issues  from  three  to  two 
millions  and  a  half,  and  the  exchange  rose  ;  in  August  they 
increased  them  again,  and  the  exchange  fell.  The  Chancellor  of 
the  Exchequer  (Addington)  declared  that  it  was  a  perversion  of 
terms  to  infer  that  the  depreciation  of  paper  had  any  real  effect  on 
the  exchange.  The  excessive  issue  of  paper  might  produce  a 
depreciation,  but  each  country  had  a  different  circulating  medium, 
and  the  depreciation  of  either  could  only  have  a  nominal  effect  on 
the  course  of  exchange.  Mr.  Addington  wholly  overlooked  the 
fact  that  payments  were  made  in  Bank  of  Ireland  paper,  and  the 
course  of  exchange  referred  to  that  paper.  If  payments  had  been 
made  in  silver  coin  of  fiill  weight,  then  it  worQd  have  been  tme 
that  the  exchange  would  not  have  been  disturbed  by  the  deprecia- 
tion of  the  paper.  But  the  course  of  exchange  always  relates  to 
the  medium  in  which  the  payment  is  actually  made,  and  a  depre- 
ciation of  that  medium  necessarily  causes  an  adverse  state,  in 
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(rhateyer  state  the  other  parts  of  the  cnrrency  may  be^  which  are 
not  the  medium  of  payment.  Of  this  we  have  seen  a  conspicnous 
instance  in  1696,  when  the  restoration  of  the  silver  coinage  imme- 
diately rectified  the  exchange,  although  Bank  paper  continued  to 
be  depreciated  long  afterwards.  Mr.  Fox,  with  premature  exulta- 
don,  said  that  he  was  glad  to  hear  that  the  Chancellor  of  the 
Exchequer  allowed  that  an  excessive  issue  caused  a  depreciation, 
and  that  the  House  was  never  again  to  hear  the  fantastical  opinion 
ikat  the  paper  was  not  depreciated,  but  the  value  of  gold  raised. 
Had  Mr.  Fox  been  able  to  look  forward  only  six  years  he  would 
bave  found  that  this  fantastical  opinion  not  only  re-appeared,  but 
was  maintained  vrith  more  stubbornness  and  pertinacity  than  ever. 

82.  Such  was  the  occasion  of  the  first  declaration  by  a  Parlia- 
mentary Committee,  of  the  principle  that  the  issues  of  the  Bank 
shoold  be  r^ulated  by  the  foreign  exchanges  ;  a  Committee, 
comprehending  almost  all  the  great  names  of  the  different  parties 
of  aU  opinions.  As  it  was  not  then  the  custom  to  publish  the  lists 
of  the  divisions  in  committees,  we  are  not  able  to  say  whether  they 
were  unanimous  on  the  subject ;  but,  from  the  exceedingly  strong 
and  dedsive  language  of  the  Report  we  may  fairly  infer  that  the 
opinion  of  the  Committee  was  equally  strong  and  decided,  and  that 
if  any  minority  differed  from  the  resolutions  of  the  majority,  it 
most  have  been  a  very  small  one. 

88.  We  have  not  much  to  detain  us  in  the  few  followiug  years. 
In  1804  the  scarcity  of  the  silver  coinage  was  so  severely  felt,  that 
the  Bank  issued  5s.  dollars  to  supply  the  want,  of  which  1,419,481 
were  put  into  circulation.  In  1806  the  loan  of  three  millions, 
whidi  was  the  consideration  for  the  renewal  of  the  Charter  in 
1800,  became  due ;  but  the  Bank  was  persuaded  to  renew  it  at  3 
per  cent,  per  annum  until  six  months  after  the  ratification  of  peace. 
In  1807  a  Conmiittee  was  appointed  to  inquire  into  the  various 
branches  of  the  public  expenditure,  and,  amongst  others,  into  the 
payments  made  into  the  Bank  of  England.  In  the  second  report 
are  some  interesting  details  respecting  the  connection  between  the 
Bank  and  the  Government 

84.  At  this  period  political  circumstances  occurred,  which 
led  to  a  great  derangement  of  the  British  currency,  and  of 
which  we  may  be  allowed  to  give  a  short  sununory — ''  For  ten 
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years  (before  1805)  Prussia  had  flattered  herself  that,  by  keeping 
aloof,  she  would  avoid  the  storm,  that  she  would  succeed  in 
turning  the  desperate  strife  between  France  and  Austria  to  h^ 
own  benefit,  by  enlarging  her  territory  and  augmenting  ha 
consideration  in  the  North  of  Oermany,  and,  hitherto,  suocesB 
had  in  a  surprising  manner  attended  her  steps.  At  once  all  her 
prospect  vanished,  and  it  became  apparent,  even  to  her  own 
Ministers,  that  this  vacillating  policy  was  ultimately  to  be  as 
dangerous  as  it  had  already  been  discreditable."  The  state  of 
universal  contempt  into  which  Prussia  had  fallen,  precisely 
similar  to  that  which  she  did  in  the  Crimean  War  from  an  analo- 
gous course  of  conduct,  was  at  last  too  strong  even  for  her,  and 
just  then  the  Emperor  Alexander  arrived  at  Berlin,  and,  by  his 
influence,  a  secret  treaty  was  signed  on  the  8rd  November  by 
the  two  States,  to  curb  the  ascendancy  of  Prance  in  Europe. 
Prussia  bound  herself,  in  the  event  of  Napoleon  not  agreeing  to 
certain  conditions  to  be  offered  him,  to  declare  war  against  him 
on  the  15th  December,  and  the  King  bound  himself  by  the  most 
solemn  oaths  to  adhere  to  his  engagements.  After  considerable 
delay,  the  Prussian  Minister  started  for  the  head  quarters  of 
the  French  Emperor  on  the  28th.  Napoleon,  who  was  then 
manoeuvring  in  preparation  for  the  Battle  of  Austerlitz,  but  who 
was  perfectly  aware  of  the  nature  of  Haugwitz's  mission,  put  oflF 
receiving  him  for  a  short  time,  and  sent  him  to  Vienna.  On  the 
2nd  December,  Napoleon  destroyed  the  Kussian  and  Auflfcrian 
armies  in  the  great  Battle  of  Austerlitz,  before  the  eyes  of  their 
respective  sovereigns,  and  the  Prussian  Minister  inunediately 
rushed  off  to  congratulate  Napoleon  on  his  successes!  and  to 
propose  to  him  a  treaty  of  Alliance  by  which  Prussia  was  to  seize 
all  the  continental  dominions  which  belonged  to  her  ally  the  King 
of  England.  This  treaty  was  signed  with  Napoleon  on  the  15th 
December,  the  very  day  on  which  Prussia  had  agreed  to  declare 
war  against  him.  In  the  following  March,  Prussia,  under  the 
compulsion  of  Napoleon,  issued  a  decree,  prohibiting  British  mer- 
chandise from  entering  any  port  in  the  Prussian  dominions,  thus 
cutting  off  a  principal  source  of  the  supply  of  com  to  Great 
Britain. 

35.     Swift  and  sure  was  the  retribution  that  fell  upon  Prussia 
for  her  matchless  meanness  and  perfidy  in  1805.    Napoleon  was 
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perfectly  informed  of  tbe  object  of  Hangwitz's  mission  to  him. 
**  Ton  have  come,"  said  he,  "  to  present  your  master's  compliments 
on  a  victory,  bat  fortune  has  changed  the  address  of  the  letter  ; " 
and,  though  he  was  too  anxious  to  forward  a  measure  which 
would  consign  her  to  public  infamy,  and  embroil  her  mth  Oreat 
Britain,  he  did  not,  nevertheless,  for  one  instant  from  that  time, 
pause  in  his  determination  to  destroy  her  at  the  first  opportunity. 
'^  From  the  moment  the  treaty  was  signed.  Napoleon  did  more 
ihan  hate  Prussia,  he  conceived  for  that  power  the  most  profound 
contempt.''  He  proceeded  to  treat  her  with  the  most  unmeasured 
am^ance,  and,  after  a  series  of  aggravated  insults,  that  per- 
fidious power  was  astonished  to  discover  that  Napoleon  was 
secretly  treating  with  Oreat  Britain  for  the  restitution  of  Han- 
over to  its  lawful  sovereign.  Negotiations  for  peace  had  been 
going  on  for  some  considerable  time  between  France,  England, 
and  Bnssia,  which  led  to  nothing.  The  popular  ferment  in 
Prussia  had  been  increasing  for  a  long  time  from  her  disgraceful 
position  becoming  more  notorious  and  galling  every  day,  and  the 
<3ovemment,  with  a  rashness,  violence,  and  imprudence,  only  to 
be  surpassed  by  its  perfidy,  sent  a  haughty  summons  to  Napoleon 
to  evacuate  Germany.  This  insane  insult  reached  Paris  on  the 
I^  October,  when  Napoleon  was  already  far  on  his  way  to  Berlin, 
imd  on  the  14th,  Prussia  met  her  well  deserved  doom  at  the  twin 
battles  of  Jena  and  Auerstadt.  Napoleon  visited  the  tomb  of 
Frederick  the  Great  on  the  anniversary  of  the  day  on  which,  on 
the  same  spot,  the  King  of  Prussia  had  bound  himself  by  solenm 
oaths  to  the  Emperor  Alexander. 

86.  Soon  after  Napoleon  arrived  at  Berlin  he  issued  the  Berlin 
decree  against  British  commerce,  on  the  21st  November.  This 
decree  was  soon  afterwards  met  by  a  retaliatory  order  in  Council 
on  the  part  of  Great  Britain,  and  during  the  course  of  1807, 
a  series  of  decrees  were  issued  both  by  England  and  France, 
each  endeavouring  to  outdo  the  other  in  violence,  ferocity, 
absurdity,  and  illegality,  the  result  of  which  was,  however,  to 
exclude  the  British  flag  from  every  port  of  Europe,  except 
Sweden.  This  state  of  hostility,  the  avowed  object  of  which 
was  the  destruction  of  British  commerce,  led  to  a  short  supply, 
and  an  apprehended  scarcity  of  every  article  of  European  pro- 
duction required  as  raw  materials  for  our  manufactures.     The 
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natural  consequence  was  a  boundless  spirit  of  speculation  in  Qiese 
articles ;  and,  under  the  influence  of  this  speculation,  the  piices 
of  all  the  products  of  Russia,  and  the  East  of  Europe,  rose  to 
double  and  triple  the  ordinary  figure.  At  the  same  period  Spain 
was  occupied  by  the  French,  and  similar  speculations  tripled  and 
quadrupled  the  price  of  Spanish  wool.  France,  too,  was 
supreme  in  Italy ;  and  the  produce  of  that  country,  chiefly  con- 
sisting in  silk,  rose  in  a  similar  proportion.  Nor  had  our  own 
conduct  been  less  ruinous  in  other  respects.  The  vindictive 
nature  of  the  orders  in  Council  had  proved  so  destructive  to  the 
rights  of  neutrals,  that  a  rupture  with  America  was  imminent, 
which  produced  an  equally  speculative  rise  in  the  prices  of 
American  products,  such  as  tobacco  and  cotton. 

87.  Speculation  in  these  productions  was  j&voured  by  an 
expected  narrowing  of  the  sources  of  supply;  circumstances  of 
an  opposite  nature  came  to  excite  still  ^rther  perturbations  in 
the  usual  course  of  trade.  The  entry  of  the  French  into  Spain 
and  Portugal  had  paralysed  their  power  over  their  colonies,  and 
the  Great  South  American  continent  became  from  this  time 
virtually  independent.  It  had  been  hitherto  rigidly  closed 
against  British  commerce.  On  the  18th  November,  1807, 
Napoleon  published  a  decree  in  the  Moniteur,  deposing  the 
House  of  Braganza  from  the  throne  of  Portugal,  and  Janot 
took  possession  of  Lisbon,  and  the  Royal  Family  immediately 
embarked  for  the  Brazils.  These  events  opened  up  the  whole  of 
the  South  American  trade  to  the  British,  and  the  speculation  of 
the  merchants  swelled  in  a  proportion  commensurate  to  the 
vastness  of  the  markets  that  were  thrown  open  to  them.  A 
complete  phrenzy  of  speculation  seized  upon  the  nation.  It 
spread  from  commerce  to  joint  stock  companies.  The  infisitaa- 
tion  of  1720  was  reproduced.  Joint  stock  companies  of  all 
descriptions,  for  canals,  bridges,  insurances,  breweries,  and 
multitudes  of  others,  started  up  like  mushrooms.  At  the  same 
time,  the  Bank  of  England  fanned  the  flame  of  speculation  to 
an  extent  far  beyond  the  bounds  of  ordinary  rashness.  It  is 
stated  by  Sir  Francis  Baring,  in  his  isvidence  before  the  Bullion 
Committee,  that  since  the  restriction  he  knew  of  many  instances 
of  clerks  not  worth  £100,  who  had  started  as  merchants,  and 
had  been  allowed  to  have  discount  accounts  of  from  £5,000  to 
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£10,000^  which  demand,  he  said,  was  caused  by  the  Bank,  and 
not  by  the  r^olar  demands  of  trade,  and  which  ooold  not  exist 
if  the  restriction  were  remoyed.  The  paper  discounted  by  the 
Bank,  which  had  been  £2,946,500  in  1795,  rose  to  £15,475,700 
in  1809,  and  to  £20,070,600  in  1810. 

38.  Along  with  this  extravagant  speculation,  partly  caused 
by  it,  and  partly  fimning  it,  a  multitude  of  country  banks 
started  up  in  all  directions,  and  inundated  the  country  with 
their  notes,  exactly  as  had  happened  before  1798.  In  the  year 
1797,  they  had  been  reduced  to  270 ;  in  1808,  they  had  increased 
to  600;  and  in  1810,  when  the  Bullion  Committee  was 
appointed,  they  amounted  to  721,  and  the  quantity  of  paper 
they  had  put  into  circulation  was  supposed  to  amount  to 
£30,000,000.  At  the  same  time,  the  Bank  of  England  had 
increased  its  issues  to  £21,000,000,  a  quantity  declared  by  some 
of  the  most  eminent  witnesses  far  to  exceed  the  legitimate 
wants  ot  the  country. 

39.  Concurrently  with  these  extravagant  speculations  and 
issues  of  notes,  the  price  of  gold  bullion  rose  rapidly,  and  the 
foreign  exchanges  fell  with  equal  rapidity,  exactly  the  same 
symptoms  as  had  been  manifested  in  Ireland  in  1804.  The 
fdlowing  figures,  taken  at  intervals,  are  suificient  to  shew  the 
rapid  rise  of  the  price  of  bullion  and  the  fall  in  the  foreign 
exchange : — 


Price  of  Standard. 

Price  of 

£xohaiige 

Kith 
Hambnrg. 

Gold. 

Silver. 

£    s.    d. 

s.    d. 

s.    cL 

Jan.  1805 

...     4    0    0     

.5    4... 

...     85    6 

Oct.  1805 

...     4     0    0     

5     5     ... 

...     88    9 

July  1808 

...  no  quotation 

.5     8... 

...     84     9 

Feb.  1809 

...     4  10    0     

5     8... 

...     81    0 

May  1809 

...     4  11     0     

.5     5... 

...     29     6 

Jan.  1810 

...  no  quotation 

5     7... 

..      28     6 

40.  Under  these  circumstances,  Mr.  Homer,  on  the  Ist 
February,  1810,  moved  for  several  accounts  relating  to  currency 
and  exchanges.  Mr.  Baring  stated  that  guineas  then  brought 
26s.  or  27s.    The  Bullion  Committee  were  then  appointed. 
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41.  Before  proceeding  fco  analyse  this  famons  Report  and  the 
evidence  produced  before  it^  we  may  observe  that  what  has  so 
frequently  happened  when  two  or  more  persons  o^  occurrences 
have  contributed  to  any  result,  if  one  of  these  persons  or 
occurrences  has  been  much  more  prominent  than  the  rest,  the 
others  come,  in  course  of  time,  to  be  forgotten,  and  the  whole 
merit  or  blame  is  attributed  to  the  one  which  has  attracted  most 
public  attention.  So  it  has  been  in  this  case.  The  BuUion 
Report  of  1810  has,  from  various  circumstances,  attracted  so 
much  public  attention  to  itself,  as  to  have  thrown  completely 
into  the  shade  the  Report  on  the  Irish  Currency  of  1804 ;  and 
that  Report  seems  to  have  been  so  soon  forgotten,  that  the  di- 
rectors of  the  Bank  of  England  in  1810  had  little  or  no  knowledge 
of  it.  The  circumstances,  however,  of  the  derangement  of  the 
Irish  currency,  upon  which  the  Committee  of  1804  sat,  were 
precisely  identical  with  those  of  the  English  cumncy  in  1810, 
which  caused  the  appointment  of  the  English  Committee.  The 
same  sets  of  opinions  were  delivered  and  adhered  to  stoutly 
by  the  professional  witnesses  in  both  cases,  and  the  Report  of 
the  Committee  in  each  case  was  precisely  identical ;  in  each  case 
they  condemned  the  doctrines  and  policy  of  the  Bank  directors 
in  the  most  emphatic  manner.  The  Report  of  the  Committee  of 
1810  is  written  in  a  more  methodical  and  scientific  form,  and 
is  superior  as  a  literary  performance,  but  the  principles  adopted 
and  enforced  in  it  are  absolutely  identical  with  those  of  the 
Committee  of  1804. 

42.  It  may  be  interesting  to  compare  the  composition  of  the 
two  Committees,  who  at  different  times  came  to  similar  con- 
clusions as  to  the  principles  that  should  govern  the  Bank  in  its 
issues  during  the  restriction  of  cash  payments.  The  Committee 
of  1810  consisted  of  Mr.  Horner,  Mr.  Spencer  Perceval,  Mr. 
Tiemey,  Earl  Temple,  Mr.  Brand,  Mr.  Parnell,  Mr.  Magens,  Mr. 
Johnstone,  Mr.  Giddy,  Mr.  Dickinson,  Mr.  Thornton,  Mr. 
Sheridan,  Mr.  Baring,  Mr.  Manning,  Mr.  Sharpe,  Mr.  Gren- 
fell,  Mr.  Foster,  Mr.  Thompson,  Mr.  Irving,  Mr.  Huskisson, 
Mr.  Aberorombie.  On  comparing  this  list  with  that  of  the 
Conunittee  of  1804,  it  will  be  seen  that  there  were  only  two 
members,  Mr.  Sheridan  and  Mr.  Foster,  who  were  on  both 
Committees. 
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43.  The  witnesses  examined  before  both  Committees  consisted 
of  the  same  varieties.  1.  Bank  directors.  2.  Private  bankers. 
8.  Oeneral  merchants.  4.  Independent  witnesses.  On  reading 
over  the  evidence  by  these  respective  sets  of  witnesses,  we  find  that 
the  opinions  given  by  the  English  Bank  directors  and  merchants 
were  precisely  similar  to  those  of  the  Irish  Bank  directors.  The 
directors  of  both  banks  vehemently  repudiated  the  idea  that  the 
Bank  paper  was  depreciated  ;  they  equally  maintained  that  it  was 
the  price  of  specie  that  had  rUen ;  they  both  admitted  that,  while 
ihey  were  liable  to  pay  their  notes  in  specie,  they  were  obliged  to 
r^alate  their  issnes  by  the  foreign  exchanges  and  the  price  of 
bullion ;  they  both  admitted  that  since  the  restriction  they  had 
paid  no  regard  to  their  former  rules,  and  they  denied  the  necessity 
of  so  doing.  They  both  denied  that  the  issues  of  their  notes  had 
any  effect  upon  the  exchanges,  or  were  in  any  way  the  cause  of  the 
high  adverse  exchange,  and  they  both  denied  that  a  limitation  of 
their  issnes  would  have  the  slightest  effect  in  reducing  the 
exchange  to  par.  They  both  maintained  that  there  could  be  no 
over-issue  of  their  notes  so  long  as  they  were  confined  to  the 
discount  of  paper  of  undoubted  solidity  founded  upon  real  transac- 
tions. 

44.  Nothing  can  be  more  remarkable  than  the  perfect  identity 
in  sentiment  in  every  point  of  opinion  and  policy,  between  these 
two  sets  of  directors,  but  we  must  remark  a  circumstance  that  will 
detract  considerably  from  the  weight  of  their  opinion,  namely,  that 
they  were  all  interested  witnesses.  In  the  first  place,  since  the 
restriction  upon  paying  in  specie,  and  so  being  relieved  of  fulfilling 
their  obligations,  they  had  extended  their  discounts  enormously, 
and  their  profits  upon  their  extended  issues  had  been  proportionate, 
the  dividends  to  the  proprietors  had  greatly  increased  ;  and 
secondly,  they  were  in  the  position  of  semi-defendants  ;  their 
policy  was  certainly  impugned  ;  the  Committee  was  a  species  of 
court  of  inquiry  into  their  conduct,  and  it  certainly  was  not  likely 
that  they  would  admit  that  the  principles  they  were  acting  upon 
could  be  wrong,  when  they  were  so  very  lucrative  to  the  proprietors 
of  the  Bank.  The  same  objection  of  interested  testimony  equally 
applies  to  that  of  the  merchants,  for  they  were  interested  in  obtain- 
ing as  large  an  amount  of  accommodation  from  the  Bank  as 
possible,  and  a  restriction  of  its  issues  would  have  curtailed  their 
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operations,  Bpecnlative  or  otherwise  ;  conseqneiitlj  their  interests 
were  better  served  by  the  doctrines  and  policy  of  the  Bank  directors. 
Both  Committees^  however,  examined  witnesses  of  an  independent 
position,  who  had  no  interest  one  way  or  the  other,  and  in  each 
case  they  totally  disagreed  firom  the  opinions  of  the  Bank  directors, 
and  condemned  their  policy.  And  in  both  cases  the  Committee, 
having  examined  all  those  witnesses  of  different  shades  and  opposite 
opinions,  presented  reports  strongly  condemning  the  opinions  and 
practice  of  the  directors  of  each  bank,  and  called  npon  them  to  alter 
their  policy :  the  report,  in  the  Irish  case,  in  language  of  great 
severity,  that  in  the  English  case  equaUy  strong  in  fad,  though 
milder  in  expression. 

45.  As  this  division  of  opinion  on  these  financial  questions 
seems  to  be  as  permanent  and  deep-seated  as  the  divisions  on 
political  questions,  it  may  be  of  advantage  to  state  shortly  and 
precisely  tibe  points  upon  which  the  respective  parties  were  at  issue. 
The  facts,  of  course,  were  easily  ascertained  and  agreed  upon. 
They  were  as  follows — 

1.  That  the  Mint  price  of  gold  bullion,  or  the  legal  standard  of 

the  coin,  was  £3  17s.  lO^d.  per  oz. 

2.  That  the  market  price  of  gold  bullion  was  then  £4  10s.  per 

oz. 
8.  That  the  foreign  exchanges  had  fallen  to  an  enormous  ex- 
tent; that  with  Hamburg,  9  per  cent. — that  with  Paris, 
14  per  cent. 

4.  That  the  increase  of  bank  notes  had  been  very  great  during 

the  last  few  years,  and  was  rapidly  augmenting. 

5.  That  specie  had  disappeared  from  circulation. 

46.  Upon  this  acknowledged  state  of  facts,  the  opposite  issues 
maintained  by  the  two  parties,  were  as  follows : — 

The  one  party  maintained — 
I.  (a)  That  the  Bank  notes  were  depreciated. 

(b)  That  the  difference   between   the   market  price  and 
the  Mint  price  of  gold  bullion,  was  the  measure  of 
the  depreciation. 
II.  (a)  That   the  extreme  limit  to   which   the  foreign  ex- 
changes could,  by  the  nature  of  things  fall,  in  any 
'     case,  was  defined,  and  easily  ascertained,  and  con- 
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sisted  of  the  expense  of  freight^  insorance,  and  some 
other  minnte  causes. 

(b)  That,  in  the  then  state  of  the  exchanges,  there  was  a 

very  large  excess  of  depression  over  and  aboye  that 
limit,  which  was  not  attributable  to  any  of  these 
causes. 

(c)  That  this  residual  depression  of  the  foreign  exchanges, 

and  the  rise  of  die  market  price  above  the  Mint 
price,  was  caused  by  the  excessive  issues  of  Bank 
notes  in  circulation. 
III.  That  a  diminution  in  the  quantity  of  Bank  notes 
would  increase  the  value  of  the  domestic  currency — 
would  cause  the  foreign  exchanges  to  rise  to  par — 
and  the  market  price  of  gold  to  fall  to  the  Mint 
price. 
IV.  That  the  Directors  of  the  Bank  of  England  ought  to 
follow  the  same  rules  in  the  extent  of  their  issues 
during  the  restriction  of  cash  payments,  as  they 
were  obliged  to  do  before,  viz.,  by  regulating  them 
by  the  foreign  exchanges.  When  the  exchanges 
were  favourable,  and  bullion  flowing  in,  they  might 
enlarge  them;  when  the  exchanges  were  adverse 
they  must  contract  them. 

'^7',    In  opposition  to  these  principles,  the  other  party  main- 

I.  (a)  That  it  was  not  the  Bank  notes  that  were  depreciated, 
but  the  price  of  specie  that  had  risen. 
(b)  That  there  was  no  difference  between  the  price  of 
bullion,  whether  paid  in  notes  or  specie. 

II.  That  the  depression  of  the  foreign  exchanges  was  in 
no  way  whatever  attributable  to  the  depreciation  of 
the  currency,  but  was  entirely  caused  by  the  adverse 
balance  of  payments  to  be  made  by  Great  Britain, 
the  remittances  to  the  army,  the  continental  measures 
of  Napoleon,  and  other  political  measures. 

III.  That  no  diminution  or  increase  of  the  issues  by  the 
Bank  would  have  any  effect  whatever  upon  the 
foreign  exchanges,  either  in  raising  or  depressing 
them,  or  on  the  market  price  of  bullion. 
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IV.  That  since  the  restriction,  there  was  no  necessity  for 
observing  the  same  rules  in  issuing  their  notes  by 
discounts  as  before,  i. «.,  by  observing  the  course  of 
the  foreign  exchanges,  but  that  the  public  demand 
was  the  sole  criterion,  and  so  long  as  they  adhered 
to  these  rules,  there  could  be  no  over-issue. 

48.  With  respect  to  the  first  point  at  issue  between  the  two 
parties,  after  the  very  full  explanation  of  the  principles  involved 
in  it,  given  in  a  previous  chapter,  we  need  say  very  little  about 
it  here,  as,  according  to  what  has  already  been  said,  it  is  quite 
clear  that  it  certainly  was  a  very  fantastic  opinion  to  suppose 
that  gold  could  rise  in  comparison  to  a  ''promise  to  pay  gold." 
There  was  one  circumstance,  however,  different  in  the  cases  of 
England  and  Ireland.  In  the  latter  country,  the  Bank  notes 
were  openly  at  a  discount ;  there  were  two  prices  in  every  trans- 
action, a  money  price,  and  a  paper  price :  and  there  were  specie 
shops  where  guineas  were  openly  sold  for  Bank  notes  and 
several  shillings  over.  In  England  this  was  not  the  case,  partly 
because  Bank  of  England  notes  were  received  at  their  full 
nominal  value  in  payment  of  taxes,  but  chiefly  because  it  was  an 
indictable  offence  to  sell  guineas  for  more  than  21s.  Shortly 
before  the  Bullion  Committee  was  appointed,  a  man  named  De 
Yonge  was  tried  and  convicted  for  the  crime  of  selling  guineas 
for  more  than  21s.  This  law  only  applied  to  heavy  guineas. 
Light  guineas,  below  5  dwts.  8  grns.  might  be  sold,  and  were 
usually  sold,  for  a  Bank  note  and  6s.  or  7s.  Considering,  there- 
fore, that  by  law  it  was  a  crime  to  sell  guineas  of  full  weight  at 
their  market  price,  it  is  clear  that  the  value  of  guineas  was  not 
an  open  question — they  were  forcibly  depreciated  by  law,  and, 
consequently,  that  is  no  argument  for  tbe  equality  in  value  be- 
tween the  paper  and  the  coin.  If  it  had;  not  been  a  criminal 
offence,  there  would  have  been  two  prices  for  every  thing,  a  money 
price  and  a  paper  price. 

Mr.  Merle  was  asked — 

"What  is  the  difference  between  the  Mint  price  and  the 
market  price  of  gold  per  cent.  ?  " 

"About  fifteen  or  sixteen." 

"  When  you  buy  gold  you  pay  for  it  in  Bank  pspei  ?  " 

"Yes." 
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^The  payment  being  made  in  Bank  paper,  the  price  is  £4  lOs. 
per  ounce?" 

"What  I  haye  sold  for  the  home  trade  I  had  only  £4  Ss.  for." 

"  If  you  were  to  pay  in  guineas,  should  you  get  the  gold  at  a 
cheaper  rate?" 

"I  could  not  pay  in  guineas,  I  cannot  get  them." 

"Supposing  you  had  guineas  to  give,  could  not  you  buy  that 
gold  at  a  cheaper  rate  than  £4  lOs.  an  ounce?" 

"No,  I  should  not  offer  a  less  price,  certainly ;  if  I  was  to  buy 
any  quantity  of  gold  and  pay  for  it  in  guineas,  I  should  offer  the 
same  price  as  in  Bank  paper." 

"When  you  speak  of  the  Mint  price  being  £3  17s.  lO^d.  an 
ounce,  do  you  calculate  that  in  gold  coin  or  in  Bank  paper  ?" 

''We  make  no  difference;  and  I  do  not  belieye  there  has  been 
any  difference  in  paying  in  specie  or  Bank  paper." 

''Is  not  the  reason  why  an  ounce  of  gold  is  worth  £8  17s.  10^ 
that  as  many  guineas  as  weigh  an  ounce  amount  to  that  sum  ?  " 

"Tes,  if  a  gentleman  came  and  brought  me  gold,  I  should  pay 
him  exactly  the  same,  whether  I  paid  him  in  gold  coin  or  in  Bank 
nofces." 

"The  Mint  price  of  gold  is  the  price  calculated  in  gold  coin?" 

"Yes." 

''And  the  market  price  of  gold  at  present  is  calculated  by 
pai>er?" 

*•  Yes,  it  is  all  paid  in  paper." 

Thus,  we  see  that  nobody  bought  gold  bullion  at  the  market 
price  in  gold  coin,  but  only  in  Bank  paper. 

49.  Among  the  other  witnesses  who  held  the  opinion  that  the 
^Dk  paper  was  undepreciated,  we  may  cite  that  of  Mr. 
^^mbers,  an  eminent  merchant,  which  condenses  the  whole 
object  into  a  single  point — 

''Bare   you  ever  had  occasion  to  consider  the  effects  of  an 
^^ce^sive  or  forced  paper  currency  in  any  country,  upon    its 
^'^ign  exchanges  with  other  countries  ?  " 
**  In  a  small  degree,  I  have." 

**  '\^at  do  you  conceive  the  effect  of  such  excess  to  be  upon 
^^  foreign  exchanges  ?" 

^  **  I  apprehend  the  effect  on  the  exchange  would  follow  the 
^Pt^aafcion  of  a  forced  currency." 
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"What  do  you  say  to  an  excessive  currency,  though  not 
forced?" 

**I  do  not  conceive  the  thing  possible." 

**  What  do  you  mean  by  a  forced  paper  currency  ?** 

'^  A  paper  which  I  am  obliged  to  take  against  my  will,  for  more 
than  its  value  ;  it  is  not  forced  so  long  as  people  take  it  willingly, 
which  they  will  naturally  do  whilst  undepreciated." 

''May  not  the  quantity  of  metallic  currency  be  increased  in 
proportion  to  payments  which  it  has  to  effect,  by  an  increased 
issue  from  the  mines ;  and  will  not  that  have  the  effect  of  raising 
the  money  prices  of  all  commodities?" 

''I  conceive  an  increase  or  abundance  of  silver  or  gold  would 
have  the  same  effect  upon  those  precious  metals,  as  a  glut  oi  any 
other  commodity  upon  the  market." 

"  And,  in  the  same  matter,  may  not  that  paper  currency  which 
continues  to  preserve  its  credit  unimpeached,  and  which  com- 
mercial people  are  perfectly  willing  to  receive,  be  so  augmented 
in  quantity  as  to  raise  the  local  prices  of  commodities  ?  " 

''I  do  not  conceive  that  that  piece  of  paper,  for  which  I  am 
obliged  to  give  a  valuable  article  of  merchandise,  can  be  increased 
beyond  the  want  of  it ;  nobody  will  give  a  valuable  article  for  a 
piece  of  paper  that  does  not  want  it." 

"Have  you  ever  happened  to  pay  any  attention  to  the  history 
of  the  paper  currency  of  Scotland  between  30  and  40  years  ago, 
or  to  that  of  Ireland  about  the  year  1804  ?" 

"Some  years  ago  I  remember  reading  something  about  them, 
but  the  recollection  is  rather  faint  upon  my  mind." 

"Do  you  call  that  paper,  in  your  sense  of  the  word  forced,  a 
forced  paper  currency,  which  either  by  law  as  it  stands,  or  by 
the  force  of  public  opinion,  is  not  convertible  into  specie  at  the 
option  of  the  holder?" 

"If  it  be  convertible  into  other  objects  of  my  gratification 
without  depreciation  I  do  not  consider  it  forced." 

"At  the  Mint  price  of  standard  gold  in  this  country  how  much 
gold  does  a  Bank  of  England  note  for  £1  represent  ?  " 

"Five  dwts.  three  gms." 

"At  the  present  market  price  of  standard  gold,  of  £4  12s.  per 
ounce,  how  much  gold  do  you  get  for  a  Bank  of  England 
note  for  £1?" 

"  Pour  dwts.  eight  gms." 
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''Do  yoa  ooDsider  that  a  Bank  of  England  note  for  £1,  under 
these  present  eircamstances^  is  exchangeable  in  gold  for  what  it 
represents  in  that  metal  ?" 

''I  do  not  conceive  gold  to  be  a  fairer  standard  for  Bank  of 
England  notes  than  indigo  or  broadcloth." 
{Question  repeated.) 
**  If  it  represents  twenty  shillings  of  that  metal  at  the  coinage 
price,  it  is  not." 

"Will  you  state  to  the  Committee,  in  your  opinion,  to  what 
cause  is  referable  the  present  unfavourable  state  of  exchange  be- 
tween England  and  the  continent  ?  " 

"To  the  balance  of  payments  being  against  this  country." 

"Can  you  give  cases  to  illustrate  the  fact  that  you  have  as- 
signed of  the  balance  of  payments  being  against  this  country  ?" 

"Large  British  armies  upon  the  continent;  slow  returns  for 
exports ;  quick  payments  for  imports;  and  very  large  stocks  of 
JDaported  goods  now  on  hand  in  the  country." 

''Is  there  any  other  cause  to  which  you  attribute  the  present 
8^fce  of  exchange  ?  " 

"  I  know  of  none  other  that  can  affect  it,  excepting  that  of  a 
forced  depreciated  paper." 

''Is  it   your  opinion  that  the  currency  of  England  is  de- 
P'^iated  ?  " 
**  Certainly  not" 

^0.    Upon  this,  Mr.   Huskisson  remarks — "In  these  answers 

^ia  leading  doctrine  is  manfully  and  ingeniously  asserted,  and 

n^^ntained ;  and  all  who  stand  up  for  the  undepreciated  value  of 

Bank  paper,  however  disguised  their  language,  must  ultimately 

come  to  the  same  issue."    It  was,  in  fact,  as  the  same  writer  just 

^fore  states,  that  these  persons  had  persuaded  themselves,  and 

endeavoured  to  persuade  others,  that  Bank  paper  is  the  real  and 

^ed  measure  of  all  commodities,  and  that  gold  is  only  one 

0^  the  articles,  of  which    in  common   with  others,  the  value  is 

*»  ^  ascertained  by  a  reference  to  this  invariable  standard  and 

universal  equivalent.  Bank  paper. 

51.  It  is  certainly  amazing  to  think  how  persons  of  ordinary 
intelligence,  could  seriously  make  such  answers  as  Mr.  Chambers 
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did,  and  that  these  views  pervaded  the  whole  of  the  mercantile 
evidence  addaced,  the  replj  to  which  is  so  obvious.  A  Bank 
note  was  a  promise  to  pay  a  certain  specified  weight  of  gold  of 
standard  fineness,  and  it  did  not  profess  to  represent  any  amomit 
of  indigo  or  broadcloth  whatever.  A  £1  Bank  note  professed  to 
represent  5  dwts.  3  gms.  of  standard  gold  and  nothing  else,  and 
if  it  was  only  really  equivalent  to  4  dwts.  8  gms.,  those  who 
maintain  that  it  was  not  depreciated  mnst  also  assert  that  4 
dwts.  8  grns.  is  the  same  thing  as  5  dwts.  3  grns.  There  is  no 
escape  from  this  conclusion.  Those  who  maintained  that  a  £1 
Bank  note,  which  waa  a  promise  to  pay  5  dwts.  8  gms.  of  gold 
was  still  a  "pound"  when  it  was  only  worth  4  dwta.  8  gms., 
ought  also  to  have  maintained  that  if  the  fifth  part  were  to  leak 
out  of  a  pint  bottle  of  wine,  it  was  still  a  "pint  of  wine" 
because  it  was  contaiaed  in  a  pint  bottle.  In  each  case  the 
"  promise  to  pay  "  and  the  "  pint  bottle  "  were  only  the  outward 
sign  of  what  the  contents  ought  to  be ;  in  either  case,  it  was  the 
quantity  of  the  substance,  either  of  gold  or  wine,  they  actually 
did  contain,  that  was  their  true  value. 

52.  Those  who  maintained  that  the  Bank  note  was  not  de- 
preciated should  also  have  maintained  that  the  worn,  the  clipped^ 
and  degraded  coin  of  William  III.  was  not  depreciated,  whei^fc^ 
6s.  3d.  and  78.  only  contained  as  much  silver  as  6s.  2d.  ought  tc^ 
have  done  by  law  ;  so  that  5s.  2d.  was  only  equal  in  reality  t^z: 
4s.  Id.  of  the  legal  standard  currency. 

53.  It  must  be  admitted,  however,  that  there  was  one  argumeiMk^ 
to  show  that  there  was  no  diflference  in  transactions  betwee— =2 
specie  and  paper,  for  specie  had  totally  disappeared  from  ci^^ 
culation ;  it  had  no  existence.  The  Bank  paper  and  tokens  wei^cz 
the  sole  circulating  medium  of  the  country.  When  people  fou 
that  they  could  get  no  more  for  their  good  golden  guineas  th 
for  the  depreciated  Bank  paper,  they  hoarded  them;  they  eitlk^^ 
retained  them  locked  up,  or  melted  them  down  for  exportatic^  :■ 
the  temptation  to  perjury  being  exactly  12s.  per  ounce.  I^lfci 
explanation  of  these  phenomena  is  very  simple.  When  Ba.:z:B- 
notes  were  declared  inconvertible,  they  took  rank  as  a  a.^  '^ 
substantive  currency  (being  merely  representative  before),  exacfcTj 
like  silver.     Now,   the  relative  value  of  gold  and  silver  purely 
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d^nded  npon  their  relative  quantities,  and  when  their  relative 
values  were  fixed  by  law,  if  the  legal  value  did  not  correspond 
to  the  market  value,  we  have  seen  over  and  over  again  that  the 
metal  which  was  undervalued  was  driven  out  of  circulation. 
So,  also,  when  heavy  and  light  coins  circulated  together,  the 
heavy  coins  were  driven  out  of  circulation  because  the  heavy 
coins  were  undervalued,  and  nobody  would  give  6  ounces  of 
silver  for  what  they  might  buy  witii  5  ounces.  It  was  exactly 
the  same  ^ith  Bank  notes.  They  could  only  preserve  their 
relative  value  with  gold  by  preserving  certain  relative  propor- 
tions in  their  quantity ;  as  soon  as  this  quantity  was  exceeded, 
their  relative  value  fell,  and  as  their  relative  value  to  guineas 
was  fixed  by  law^  a  change  in  their  market  value  was  followed 
by  exactly  the  same  consequences  as  a  difference  between  the 
market  and  legal  value  of  gold  and  silver.  The  guineas  which 
were  undervalued  were  driven  out  of  circulation,  as  always  has 
been  done  under  similar  circumstances,  and  as  always  will  be 
done  to  the  end  of  time.  Nobody  would  give  6  dwts.  3  gms. 
of  gold  for  what  they  could  get  for  4  dwts.  8  gms.  Thus  this 
iniquitous  and  ignorant  law  to  force  down  the  value  of  guineas, 
brought  its  own  punishment  with  it:  it  destroyed  their  existence 
as  a  circulating  medium ;  but  then  it  became  literally  true  that 
there  was  no  difference  between  specie  and  paper ;  the  power  of 
making  an  invidious  distinction  between  notes  and  gold  was 
effectually  cured, — solitudincm  faciiinty  pacem  appellafit;  when 
the  inhabitants  were  massacred,  the  Russians  proclaimed — "  Vordre 
re^ne  a  Varsovie'' 

54,  With  respect  to  the  second  issue  joined  between  these 
parties,  the  principal  places  with  which  London  had  established 
exchanges  were  Amsterdam,  Hamburg,  and  Paris,  in  all  of 
which  the  currency  was  metallic.  The  Committee  examined 
witnesses,  who  proved  that  the  whole  expenses  of  freight,  in- 
surance, war  risk,  and  every  other  charge,  varied  from  about  4 
to  5^  per  cent.,  but  beyond  these  there  was  a  depression  of  12 
to  14  per  cent.,  totally  unaccountable  for  by  any  of  these  causes. 
If  it  were  true  that  this  difference  arose  from  a  demand  for  gold 
on  the  continent,  it  is  quite  evident  that  gold  should  equally 
have  risen  in  the  continental  markets;  but  those  who  alleged 
this  cause  should  have  been  prepared  with   a  proof  of  their 
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assertions,  which,  however,  they  were  totally  unable  to 
duce.  On  the  contrary,  it  was  proved  that  there  wai 
alteration  in  the  Mint  price  of  gold  in  foreign  places,  and 
the  market  price  had  experienced  no  rise  at  all  in  proporti< 
the  rise  in  England. 

55.  While  the  English  merchants  so  strennonsly  maint 
that  the  rate  of  exchange  was  entirely  due  to  the  balan 
payments  being  against  England,  and  that  the  Bank  papei 
not  depreciated,  it  may  be  as  well  to  compare  the  opinion 
foreign  merchant,  who  looked  at  the  same  circumstances  fi 
different  point  of  view.  After  stating  the  diflRculty  of  i 
taining  the  exact  par  of  exchange  between  London  and  Ham 
from  the  fact  of  one  currency  being  silver  and  the  other 
he  considered  that  the  rate  of  exchange  might  be  considei 
15  per  cent,  against  England. 

"Has  not  a  large  quantity  of  circulating  specie  a  poi 
tendency  to  steady  the  course  of  exchange  ?  " 

"Yes,  certainly,  when  its  importation  and  exportation 
prohibited,  and  as  forming  the  only  basis  that  regulated  th 
of  exchange." 

"Is  not,  then,  any  country  whose  chief  circulation  is  in  ] 
likely  to  experience  great  fluctuations  in  the  course  of  exa 
with  other  nations  ?  " 

"When  that  paper  is  not  convertible  into  cash,  it  only  i 
sents,  in  my  opinion,  an  ideal  and  not  a  real  value,  subj( 
public  opinion,  and,  consequently,  liable  to  the  very  great  fli 
tions  which  public  opinions  are  subject  to." 

"Is  there  not  an  agio  (or  premium)  at  Hamburg,  for 
above  the  current  money  ? " 

"  Not  according  to  my  ideas ;  but,  on   the  contrary ; 
the    different    current    coins    that    hear    an    inferior    val\ 
the  Bank    money,  and  which   vary  daily,   every    thing 
being  valued  according  to  Bank  money,  or  a  certain  weij 
fine  silver." 

"  What  is  the  extent  to  which  you  conceive  that  the  exc 
is  capable  of  falling  in  any  country  in  Europe  at  the  pi 
time,  supposing  it  to  be  computed  in  coin  of  a  definite  vali 
in  something  convertible  into  a  definite  quantity  of  gold  or 
bullion?" 
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"The  charge  of  transporting  it,  together  with  an  adequate 
profit  in  proportion  to  the  risk  the  transmitting  such  specie  is 
liable  to,  would  be  the  extent  of  the  fluctaation." 

The  witness  stated  that  the  whole  of  these  causes  put  together 
might  amount  to  5^  or  6  per  cent. 

**Do  you  then  conceive  that  such  a  fall  of  our  exchange 
as  has  exceeded  the  sum  necessary  to  compensate  for  the  expense 
of  transporting  gold  or  silver,  in  the  last  15  months,  must  be 
referred  to  the  circumstance  of  the  existence  of  a  paper  currency 
not  convertible  into  specie  ?  " 

**Yes,  certainly." 

**Do  you  conceive,  then,  that  out  of  the  15  or  20  per  cent, 
which  the  English  exchange  has  fallen  in  the  last  15  months,  the 
large  portion  of  from  10  to  12,  or  13  per  cent,  may  be  referable 
to  the  circumstance  of  our  paper  currency  not  being  convertible 
to  cash?"  '    , 

**!  am  clearly  of  that  opinion." 

^'Doyon  then  consider  our  paper  as  depreciated  10  to  13  per 
^nt.  in  consequence  of  its  non-convertibility  into  cash  ?" 

"As  I  value  everything  by  bullion,  I  conceive  the  paper  cur- 
^ncj  of  this  country  to  be  depreciated  to  the  full  extent  of  the 
15  or  20  per  cent.,  or  rather  the  difference  in  this  country  be- 
'^een  the  price  of  bullion  and  the  rate  by  which  the  coin  is 
issued  from  the  Mint." 

**  Do  you  conceive  the  balance  of  trade  with  the  continent  of 
Europe  to  be  now  for  or  against  this,  country  ?  " 

*'I  conceive  it  to  be  considerably  in  favour  of  this  country, 
though  not  to  the  extent  as  generally  stated  in  figures;  those 
figures,  representing,  in  my  mind,  only  about  80  per  cent,  of  their 
uominal  value." 

56.    With  respect  to  the    third  issue  between  the  parties, 

uothing  can  be  clearer  than  that  a  diminution  in  the  quantity  of 

P^per  in  circulation  must  have  enhanced  its  value  relatively  to 

^  other  commodities,  including  gold ;  and  as  the  market  price  of 

gold  was  determined  solely  with  reference  to  the  price  paid  for 

*t  in  Bank  paper,  and  not  in  guineas,  it  is  evident  that  a  reduction 

of  the  quantity  of  paper  must  have  reduced  the  price  of  gold  when 

^xpreased  in  paper,  and  brought  the  real  value  of  the  note  nearer 

^  its  nominal  value ;  and,  by  thus  raising  the  value  of  the  whole 
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currency,  it  must  necessarily  have  raised  the  foreign  exchanges  to 
par,  if  the  diminution  was  carried  to  a  sufficient  extent,  and  bo 
would  have  brought  gold  back  again  into  circulation. 

'  57.  The  fourth  issue  between  these  parties  contains  a  perfecUj 
new  theory  of  the  paper  currency,  which  had  previously  been 
announced  by  the  directors  of  the  Bank  of  Ireland.  As  this 
may  be  considered  as  one  of  the  most  famous  theories  ol 
currency,  we  think  it  will  be  advantageous  to  defer  the  dis- 
cussion of  it  till  the  chapter  in  which  we  shall  consider  several 
theories  of  the  subject  together.  It  is  sufficient  to  say  here  thai 
the  Bullion  Beport  especially  condemns  it. 

58.  The  above  may  be  considered  as  the  chief  points  agitatec 
before  the  Committee,  which  are  material  to  our  subject.  W( 
may  now  give  a  short  abstract  of  the  arguments  and  recom 
mendations  of  the  Report.  It  begins  by  stating  the  existing 
difference  between  the  market  and  the  Mint  price  of  gold.  Tb 
former  being  about  £4  lOs.,  being  15^  per  cent,  above  the  latter 
The  same  difference  prevailed  in  the  price  of  silver.  The  foreigi 
exchanges  had  also  begun  to  be  extremely  unfavourable  U 
England  in  1808,  and  had  become  more  so  during  1809,  at  tha 
time  the  exchange  with  Hamburg  was  9  per  cent,  below  par ;  wit) 
Amsterdam  7  per  cent,  below  par ;  and  with  Paris  14  per  cent 
below  par.  So  extraordinary  a  rise  in  the  market  price  of  gol( 
above  the  Mint  price,  coupled  with  the  extraordinary  depressioi 
of  the  foreign  exchanges,  had  early  convinced  the  Cbmmittee  thai 
the  cause  of  them  was  to  be  found  in  the  state  of  our  domestii 
currency.  But  upon  both  those  points  they  had  been  anxious  U 
collect  the  opinions  of  merchants. 

59.  Most  of  the  witnesses  attributed  the  high  price  of  gol( 
entirely  to  an  alleged  scarcity,  arising  from  the  unusual  con 
tinental  demand  for  it,  but  it  was  proved  that  at  Hambur] 
during  the  preceding  year  when  the  price  rose  so  high  in  thi 
country,  the  fluctuations  had  never  exceeded  3  or  4  per  cent 
At  Hamburg  the  price  of  gold  was  expressed  in  silver  like  an; 
other  commodity,  and  the  Comn  ittee  considered  the  change  i; 
the  market  and  Mint  price  of  gold  at  Hamburg  and  Amsti^rdaE 
in  the  last  few  years,  to  shew  that  a  change  had  taken  place  h 
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the  relative  valne  of  the  two  metals  all  over  the  world.  Silver 
haTing  fallen  in  its  relative  valne  to  gold  all  over  the  worlds  gold 
has  appeared  to  rise  in  price  in  those  markets  where  silver  is  the 
I^  measore,  and  silver  to  fall  in  those  markets  where  gold  is 
the  legal  measure. 

60.  With  respect  to  the  demand  on  the  continent  causing  the 
riae  in  the  market  price,  the  same  effect  ought  to  have  been 
observed  in  former  wars  if  that  had  been  the  case.  But  it  had 
not  been  so  during  the  seven  years*  war,  and  in  the  American  war 
there  had  been  no  want  of  bullion  in  the  country.  The  two 
most  remarkable  times  when  the  market  price  had  exceeded  the 
Mint  price,  were  in  King  William's  reign,  when  the  silver  coin 
was  Tery  much  below  the  standard,  and  in  the  beginning  of 
George  III.*s  reign,  when  the  gold  coin  was  in  a  very  degraded 
state.  In  both  cases  the  reformation  of  the  coinage  had 
effectnally  lowered  the  market  to  the  Mint  price,  and  since  1778, 
when  the  gold  coinage  was  reformed,  till  1797,  the  market  price 
had  never  materially  risen  above  the  Mint  price;  even  in  1796 
and  1797,  when  there  was  such  a  scarcity  of  gold,  on  account  of 
the  demand  of  country  bankers  to  meet  the  run  upon  them. 
The  Committee,  moreover,  totally  disbelieved  the  fact  of  the 
»n^  scarcity  of  gold,  and  witnesses  had  proved  that  there 
was  no  difficulty  at  all  in  getting  any  quantity  of  it,  by  those  who 
chose  to  pay  the  price  of  it,  and  that  the  changes  which  had 
lately  taken  place  in  commercial  matters,  had  caused  immense 
qnantities  both  of  gold  and  silver  to  be  imported  into  this 
country.  There  was,  therefore,  not  only  no  evidence  of  the 
•llcged  scarcity,  but,  on  the  contrary,  the  evidence  proved  the 
opposite  fact. 

61.  But  even,  had  there  been  a  scarcity,  the  idea  that  the 
nwrket  price  could  rise  above  the  Mint  price,  arose  from  a  mis- 
conception. That  gold  was  in  this  country  the  measure  of  all 
cichanged)le  value  both  by  custom  and  law.  That  commodities 
were  said  to  be  dear  or  cheap,  according  as  they  exchanged  for 
nwre  or  less  gold ;  but  that  a  given  quantity  of  gold  could  never 
acJiange  for  a  grcat^sr  or  less  quantity  of  gold  of  the  same 
itiindtxtd  fineness,  except  by  a  very  small  quantity,  which  was 
&  ineasore  of  the  convenience  of  having  it  in  coin  rather  than 
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m  fwflirjiu  w  til*  reverse^  Aa  onace  o€  ^tamiifd  ^oU.  ihsa^ 
fMid  fl«-J^*r  fetch  more  in  zbs:  marker  diaa  £:J  IZ±,  lt>^d-  wiisj* 

^M,  ThAS  if  zoui  fce:az&e  exca&din^j  acart»  is  wmbi  become 
mfjp^  vilnAhie,  crjm^Amd  &>  ocfcer  criCinM»iiri«e».  wbcae  prkes 
wocid  crjcaer^':;enclT  /iiiZ,  while  tLe  ir»QeT  priee  of  2o4d  most 
tteeaMonlj  reniain  imalscred.  boc  ch^  wi»  &:<  uie  case  at  preseiic, 
the  prkjia  c/  aH  cr/miik-jdi£:es  hati  rue^^  *n»i  the  price  of  goU 
h^  i^^  raen,  which  f^Xi  eodd  o<lIt  be  acdi-ozited  for  bj  die 
Kate  of  the  etxrrencj. 

€^,  The  report,  then,  explains  the  drcnmszanceB  which  might 
eaine  a  difference  between  the  market  and  the  Mint  prke  of 
gold,  the  deterioration  of  the  coinage,  the  delaj  in  having  bnllioD 
enned,  the  obstruction  to  exportation, — these  two  latter  caoses 
amrxinted  to  aboat  ^  per  cent.  None  of  these  caoaes  existed 
at  Hamborg  with  respect  to  silver.  The  cnnencr  w«g  a  regnlar 
fixed  weight  of  silver,  of  standard  fineness,  and  no  obetracdon 
waft  offered  to  the  utmost  freedom  of  exportation.  And  in 
England,  the  variadon  had  never  exceeded  5^  per  cent^  while 
the  Bank  paid  in  gold,  and  the  ccHn  was  of  fhll  weight. 

63.  Since  the  suspension  of  cash  pavments,  however,  gold,  in 
a  manner,  had  ceased  to  be  the  measore  of  valne,  nor  was  there 
anj  other  standard  of  prices  than  that  circnlating  mediom,  issi^ 
partlj  bj  the  Bank  of  England,  and  secondly,  bj  the  conntzy 
banks,  the  variations  in  valne  of  which  were  onlv  proportionate 
Ui  their  qoantitj.  That  it  was  highly  desirable  that  the  valne  of 
this  circulating  medium  should  be  brought  to  a  conformity  with 
its  real  and  legal  standard,  gold  bullion. 

M.  If  the  gold  coin  of  the  country  were  to  become  much 
lessened  in  weight,  or  debased  in  the  standard,  the  market  price 
woaid  evidently  rise  in  like  proportion  above  the  Mint  price; 
for  the  Mint  price  is  the  sum  in  coin,  which  is  equivalent  in 
value  to  a  given  quantity,  say  an  ounce,  of  the  metal  in  bullion, 
and  if  the  intrinsic  value  of  that  sum  in  coin  be  lessened,  it  is 
e^inivalent  to  a  less  quantity  of  bullion  than  before.  The  same 
effects  would  follow,  if  a  paper  currency,  no  longer  convertible 
into  gold,  were   issued  in  excess.    For  that  excess,  not  being 
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exportable  to  other  countries,  or  convertible  into  specie,  remains 
in  the  channel  of  circulation,  and  is  gradnallj  absorbed  bj  the 
increasing  prices  of  all  commodities,  which  will  rise  exactly  in 
the  same  manner  as  they  rose  when  the  great  increase  of  the 
precious  metals  took  place.  Consequently,  the  prices  of  all 
commodities,  bullion  included,  must  rise,  and,  if  this  fall  in  the 
Talae  of  the  currency  of  one  country  takes  place  without  a  cor- 
responding fall  in  the  value  of  neighbouring  countries,  their 
currencies  will  no  longer  retain  the  same  relative  value,  and, 
consequently,  the  exchanges  will  fall  to  the  disadvantage  of  that 
particular  country.  Such  must  be  the  eflfects  in  any  country  of 
an  excessive  quantity  of  currency  which  is  not  exportable,  and 
which  is  not  convertible  into  coin  which  is  exportable. 

65.  The  difference  of  exchange  between  any  two  places, 
vising  from  the  state  of  trade,  and  payments  between  them,  could 
never  permanently  exceed  the  expense  of  conveying  and  insuring 
the  precious  metals  from  one  to  the  other.  The  position  was  so 
plainly  true,  and  agreed  upon  by  all  practical  authorities,  both 
commercial  and  political,  as  to  be  perfectly  indisputable.  That 
in  time  of  war  the  risk  would,  of  course,  be  increased  ;  but, 
taking  into  consideration  all  these  circumstances,  the  entire 
wpenses  of  sending  bullion  to  Holland  did  not  exceed  7  per 
cent,  and  to  Paris  a  little  more  ;  these  causes  mighty  therefore, 
^press  the  exchange  to  that  extent,  but  no  lower.  But  the 
depression  had  lately  amounted  to  nearly  20  per  cent.  ;  con- 
sequently, after  exhausting  all  these  causes  of  depression,  there 
remained  a  large  residual  depression  to  be  accounted  for;  and 

tliat  RESIDUAL  DEPKK88I0N  COULD  ONLY  BE  ACCOUNTED  FOB 
^^  WAS  OWING  TO  THE  DEPRECIATED  STATE  OF  THE  DOMESTIC 
CUREEXCY. 

66.  The  great  general  result,  then,  of  all  these  foregoing  prin- 
ciples and  facts  was,  that  in  the  then  artificial  state  of  the 
^^"wrency,  it  was  a  point  of  the  greatest  importance  to  watch  the 
fo^ign  exchanges  and  the  market  price  of  gold  bullion,  and  the 
Committee  were  anxious  to  know  if  the  Directors  of  the  Bank  of 
^gland  regarded  the  matter  in  the  same  light,  and  whether 
the  great  disturbance  in  the  price  of  gold  and  the  foreign  ex- 
^Qges,  during  the  last  year,  had  made  them  suspect  that  the 
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currency  was  excessive.  The  directors,  however,  totally  repu- 
diated those  notions  and  ideas;  they  maintained  that  their 
issues  and  the  foreign  exchanges  and  price  of  gold  had  no  connec- 
tion whatever  with  each  other,  and  that,  in  making  their  issues, 
they  never  paid  the  slightest  regard  to  either  one  or  the  other, 
and  that  no  modification  of  their  paper  currency  would  influenoe 
either  the  price  of  gold  or  the  foreign  exchanges. 

67.  The  report  then  proceeds  to  disprove  the  opinions  of  the 
Bank  by  historical  references.  They  quoted  the  cases  of  the 
derangement  of  the  Scotch  currency  in  1763,  of  the  Irish  currency 
in  1804,  both  of  which  are  fiiUy  detailed  in  this  work,  they  then 
quoted  the  case  of  the  Bank  of  England  in  1696-7,  which  has 
been  described  with  much  minuteness  in  the  preceding  chapter, 
where  the  extract  from  this  report  has  already  been  quoted  and 
commented  upon.  But,  though  we  have  been  obliged  to  point 
out  the  grievous  chronological  errors  with  which  it  abounds,  it  is 
remarkable  that  the  correction  of  these  errors  does  not  in  any 
way  weaken  or  contradict  the  arguments  of  the  Bullion  Beport; 
on  the  contrary,  the  true  state  of  the  case  materially  strengthens 
and  adds  force  to  all  the  principles  of  the  Report. 

68.  In  former  times,  a  high  price  of  bullion,  and  an  adverse 
state  of  the  exchanges,  had  compelled  the  Directors  of  the  Bank 
to  reduce  their  issues,  to  counteract  the  drain  of  guineas,  and 
preserve  their  own  safety.  They,  perhaps,  did  not  understand 
the  principles  of  the  case  better  than  the  Directors  of  the  then 
time,  but  they  felt  the  practical  inconvenience,  and  were  obliged 
instinctively  to  obey  its  impulse,  which  circumstance  imposed  a 
practical  limit  upon  their  issues.  But,  since  the  restriction,  they 
did  not  feel  the  inconvenience,  and  that  check  had  been  removed; 
nevertheless,' it  was  the  clear  and  decided  opinion  of  the  com- 
mittee, that  the  Bank  ought  to  continue  to  regulate  their  issues 
by  the  market  price  of  bullion  and  the  foreign  exchanges,  in  the 
same  manner  as  they  had  been  obliged  to  do  before  the  suspen- 
sion, and  that  the  high  price  of  gold  bullion,  and  the  depression 
of  the  foreign  exchanges  beyond  the  limits  before  described, 
were  to  be  ascribed  to  the  neglect  of  the  due  limitation  of  the 
paper  currency. 
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69.    Since  the  checks  above  described  had  been  removed,  the 
Committee   were  anxious  to  know  upon  what   principles    the 
directors  had  regulated  their  issues.    The  Directors  and  some 
of  the  merchants  shewed  a  great  anxiety  to  state  a  doctrine,  of 
whose  truth   they  were  thoroughly  convinced,  that  there  could 
be  no  possible  excess  in  the  issue  of  Bank  of  England  paper,  so 
long  as  the  advances  in  which  it  is  issued  consist  of  the  discount 
of  mercantile  bills  of  undoubted  solidity,  arising  out  of  real  com- 
mercial transactions,  and  payable  at  short  and  fixed  periods. 
These  were  the  principles  which  then  governed  the  Bank,  and 
what  they  said  indicated  the  only  true  limit  that  need  be  imposed 
on  their  issues.    Nevertheless,  the  Report  says  such  a  doctrine  is 
wholly  erroneous  in  principle,  and  pregnant  with  dangerous  con- 
sequences.   The  Report  then  proceeds  to  shew  the  fallacy  of  this 
tiieoiy  of  paper  currency,  which,  as  we  have  already  observed, 
we  diall  reserve  for  future  consideration,  along  with  several 
other  theories  upon  the  subject, 

70.  The  limitation  of  the  rate  of  interest  by  law  to  5  per  cent, 
prodnced  injurious  effects,  by  fanning  a  spirit  of  speculation,  and 
making  more  extensive  demands  for  discounts.  Consequently, 
the  Directors  themselves  had  been  obliged  frequently  to  limit 
their  advances,  and  did  not  act  up  to  their  own  principles,  which 
they  considered  sound  and  safe,  and,  consequently,  they  had  no 
<iistinct  or  certain  rule  to  guide  them. 

71.  The  suspension  of  cash  payments  had  thrown  into  the 
hands  of  the  Directors  of  the  Bank  the  important  charge  of 
supplying  the  circulating  medium  of  the  country  at  their  sole 
discretion.  That  the  most  complete  knowledge  of  the  state  of 
trade,  combined  with  the  most  profound  scien'je  in  all  the  prin- 
ciples of  money  and  currency,  could  not  enable  any  set  of  men 
^vays  to  adjust  the  circulating  medium  properly  to  the  trade  of 
the  country.  That  the  precious  metals  were  the  only  natural 
^nsters  of  these  things,  which  could  not  be  replaced  by  any 
hnman  wisdom  or  skill.  That  the  Directors  of  the  Bank  had 
exercised  the  new  and  extraordinary  discretionary  powers  en- 
trusted to  them,  with  great  integrity  and  regard  to  the  public 
interests,  according  to  their  conception  of  it,  and  with  more 
forbearaace  than  might  have  been  expected ;  but,  unfortunately. 
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the  principles  upon  which  they  acted,  were  fandamently  em 
neous,  and  they  bad  been  in  a  great  measure  the  cause  of  tl 
continuance  of  the  great  disturbance  in  the  monetary  system. 

72.  The  Report  then  gave  some  statistics  regarding  tl 
quantity  of  notes  in  circulation  at  difPerent  periods  since  tl 
restriction.  However,  they  said  that  the  actual  numeric 
amount  of  notes  in  circulation  at  any  given  time  was  i 
criterion  whatever,  as  to  whether  it  was  excessive  or  n( 
Different  states  of  trade,  and  different  extents  of  oommerci 
operations,  would  require  different  amounts  of  notes.  Whi 
public  credit  was  good,  a  smaller  amount  would  be  requir 
than  when  public  alarm  was  felt,  and  people  had  recourse 
hoarding.  Moreover,  the  different  methods  of  doing  busine 
and  economising  the  use  of  the  currency,  much  influenced  t 
amount  which  might  be  proper  and  necessary  at  any  peric 
The  improved  methods  of  business,  the  policy  of  the  Bank,  t 
increased  issues  of  country  bankers,  had  all  tended  to  dimini 
the  quantity  of  Bank  notes  necessary  for  commerce.  Com 
quently,  the  numerical  amount  alone  was  no  criterion  whatevc 
a  surer  test  must  be  applied,  and  that  sure  criterion  was  only  to 
found  in  the  state  of  the  exchanges,  and  the  price  of  gold  buUic 

73.  The  experience  of  the  crisis  of  1793  had  proved  tt 
an  enlarged  accommodation  was  the  true  remedy  for  the  faUure 
confidence  in  country  districts,  such  as  the  system  of  paj 
credit  was  occasionally  exposed  to.  That  it  was  true  that  t 
Bank  had  refused  the  enlarged  accommodation  in  1793.  B 
the  issue  of  Exchequer  bills  was  exactly  the  same  in  princip 
and  the  good  effects  that  followed  that  issue  proved  the  tra 
of  the  principle,  that  if  the  Bank  had  had  the  courage  to  eitei 
its  accommodation  in  1797,  instead  of  contracting  it  as  they  d: 
the  catastrophe  which  followed  might  probably  have  been  avoid( 
Some  persons  thought  so  at  that  time,  and  many  of  the  directo 
since  the  experience  of  1797,  were  now  quite  satisfied  that  t 
course  adopted  by  the  Bank  in  that  year  increased  the  pub 
distress,  in  which  opinion  the  Committee  fully  concurred. 

74.  A  very  important  distinction,  however,  was  to  be  observ 
between  a  demand  for  gold  for  domestic  purposes,  sometimes  gre 
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wid  sudden,  and  caused  by  a  temporary  failure  of  confidence,  and 
a  dndn  arising  from  the  unfavourable  state  of  the  foreign  ex- 
changes, tJiat  a  judicious  increase  of  accmnmodation  was  the  proper 
rmedy/or  the  former  phenomenon^  hut  a  diminution  of  its  issues 
ik  correct  course  to  adopt  in  the  latter, 

75.  That  the  present  issues  were  excessive,  but  that  it  was 
essential  to  the  commercial  interests  of  the  country,  and  to  the 
general  fulfilment  of  mercantile  engagements  contracted  during 
the  too  free  issue  of  paper,  that  the  reduction  should  be  made 
gPadaaUy  and  with  great  caution  and  discretion.  They  then 
^"^ei  gome  details  of  the  great  increase  of  country  Bank  notes, 
and  the  facilities  of  abuse  and  excessive  issues  afforded  by  the 
then  state  of  the  law  respecting  them. 

76.    Upon  all  those  facts  and  reasonings,  then,  the  general 
oondnsions  arrived  at  were:  That  at  that  time  there  was  an 
excessive    paper   currency,    of   which    the    most    unequivocal 
symptom  was  the  very  high  price  of  gold  bullion,  and  next  to 
that  the  very  depressed  state   of  the  foreign  exchanges.    That 
the  excess  was  to  be   attributed   to   the  removal  of  all  control 
on  the  issues  of  the  Bank  of  England  by  the  suspension  of  cash 
payments.     It  was  greatly  to  be  regretted,  therefore,  that  this 
Act,  which  at  best  was  only  intended  to  be  temporary,  had  been 
continued  as  a  permanent  war  measure.      The  enormous  evils 
and  injury  to  all  classes  of  the  community  by  the  great  derange- 
ment of  the  measure  of  value,  were  too  notorious  to  be  necessary 
to  describe,  and  there  was  every  prospect  of  their  continuing 
and  increasing: 'that   the   integrity  and  honour  of  Parliament 
imperatively  required  that  an  end  should  be  put  to  this  state  of 
things  at  the  earliest  practicable  moment. 

77.  That  the  continuance  of  this  state  of  matters  held  out 
^  temptation  to  Parliament,  to  have  recourse  to  a  depreciation 
of  the  gold  coin,  by  an  alteration  of  the  standard,  which  had 
^n  done  by  many  Governments  under  similar  circumstances, 
*nd  which  might  be  the  easiest  remedy  to  the  evil.  But  it 
^ould  be  a  great  breach  of  public  foith  and  of  the  primary  duty 
of  Government,  to  prefer  the  reduction  of  the  coin  down  to  the 
P^Per,  rather  than  the  restoration  of  the  paper  to  the  legal 
standard  of  the  coin. 
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78.  Some  proposals  had  been  made  of  remedying  the  evil 
by  a  compalsory  limitation  of  the  amount  of  the  Bank's  adTancef 
or  discoants^  or  of  its  profits  or  dividends.  All  these,  however 
were  futile,  because  the  necessary  proportions  never  could  b< 
fixed,  and  even  if  it  were  so,  might  very  much  aggravate  th( 
inconveniences  of  a  temporary  pressure,  and  even  if  their  efficac] 
could  be  made  to  appear,  they  would  be  most  hurtful  and  imprope; 
interferences  with  the  rights  of  commercial  property. 

79.  The  only  true  and  proper  remedy  for  all  these  evils  wa 
therefore,  A  bbsumption  of  cash  payments.  That,  howevei 
was  an  operation  of  the  greatest  delicacy,  and  it  must  be  lef 
entirely  to  the  discretion  and  prudence  of  the  Bank  to  carry  i 
into  effect.  Parliament  should  merely  fix  the  time,  and  leave  i 
to  them  to  carry  out  the  details.  Under  all  the  circumstaticef 
a  period  of  two  years  seemed  to  be  not  longer  than  necessary 
and  at  the  same  time  sufficient  to  enable  them  to  prepare  for  it 
The  Committee  finally  concluded  by  recommending  an  Act  t 
be  passed  to  compel  the  resumption  of  cash  payments  in  tw 
years  from  that  time. 

80.  Such,  we  trust,  is  a  fair  analysis  of  this  famous  Report 
which  has  acquired  a  celebrity  probably  exceeding  any  repoi 
that  has  ever  been  presented  to  Parliament.  It  contains  th 
eternal  and  immutable  principles  which  must  regulate  ever 
paper  currency  which  makes  any  attempt  to  conform  to  the  vain 
of  the  gold  it  represents,  and  if  any  legislation  on  paper  currenc 
be  considered  necessary,  it  must  endeavour  to  enforce  the  practicf 
application  of  the  principles  of  this  Report,  and  just  in  s 
far  as  it  deviates  from  or  contravenes  them,  so  it  will  be  foun 
to  thwart  and  contravene  the  eternal  principles  of  Politicj 
Economy.  All  legislation,  then,  on  the  currency  should  have  a 
its  object  merely  to  provide  the  best  machinery  for  ensuring  th 
practical  application  of  these  principles.  The  general  principle 
laid  down  in  this  Report  are  as  complete  a  matter  of  demonstra 
tion  as  any  in  Euclid ;  the  method  of  treating  the  subject  is  a 
scientific  as  any  of  the  great  discoveries  in  natural  philosophy 
which  have  excited  the  admiration  of  the  world,  nor  could  i 
fail  to  carry  conviction  to  any  one  of  ordinary  intelligence  whi 
was  capable  of  understanding  the  force  of  the  arguments.    Ni 
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fiooner,  however,  was  it  published  than  it  was  assailed  by  a  whole 
mxQtitade  of  pamphleteers,  whose  obscure  memory  it  is  not  worth 
)wMle  to  revive  now.  The  interests  affected  by  the  Report  were 
too  deep  and  extensive  for  it  not  to  be  attacked  by  every  species 
of  ridicule  and  acrimonious  controversy.  We  must  now  advert  to 
its  reception  and  treatment  in  the  House  of  Commons. 

81.  The  report  was  presented  by  Mr.  Homer  on  the  9th  June, 
1810,  but  was  not  formally  taken  into  consideration  till  the  6th 
May,  1811.  It  was  the  joint  composition  of  Mr.  Homer,  Mr. 
Hoskiason,  and  Mr.  Henry  Thornton.  The  debate  was  opened 
by  Mr.  Homer,  who  addressed  the  House  for  upwards  of  three 
honrs  in  a  speech  which  obtained  the  admiration  of  all  who 
heard  it.  It  is  unnecessary  to  go  over  that  speech  here,  because 
its  line  of  argument  has  aheady  been  anticipated.  He  ended  by 
iQOTing  a  series  of  sixteen  resolutions.  The  first  seven  related 
to  the  legal  standard  of  value  in  this  country,  with  reference  to 
which  all  contracts  were  made  in  this  country.  8.  That  the 
promissory  notes  of  the  Bank  were  stipulations  to  pay  on 
demand  the  number  of  pounds  sterling  specified  upon  them.  9. 
That  when  Parliament  passed  the  Restriction  Act  it  had  no 
intention  that  the  value  of  these  notes  should  be  altered.  10. 
That,  nevertheless,  they  had  for  a  considerable  time  been  below 
their  legal  value,  (11)  which  was  caused  by  the  excessive  issues 
of  them,  both  by  the  Bank  of  England  and  the  country  banks. 
12, 13.  That  the  extraordinary  depression  of  the  foreign 
€i(ianges  was  in  great  part  owing  to  the  depreciation  of  the 
currency  of  this  country,  relatively  to  that  of  other  countries. 
1*.  That  during  the  suspension,  the  Directors  of  the  Bank  ought 
*o  regulate  their  issues  by  the  price  of  bullion  and  the  foreign 
exchanges.  15.  That  the  only  method  of  preserving  the  paper 
f^^ncy  at  its  proper  value  was  to  make  it  payable  on  demand 
^  the  legal  coin-of  the  realm.  16.  That  cash  payments  ought 
to  be  resumed  at  the  period  of  two  years  from  that  time. 

82.  Mr.  Rose  replied  to  Mr.  Horner — "He  said  that  he  could 
^w  that  there  was  no  depreciation  of  Bank  paper  from  ex- 
^^ve  issue,  and  that  the  Report  was  more  full  of  errors  and 
'''"^statements  than  any  that  had  ever  been  made  to  Parliament. 
He  was  convinced  that  the  issue  of  Bank  notes  could  have  no 
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effect  on  the  price  of  gold^  or  on  the  foreign  exchanged    Hi 
denied  that  the  increased  price  of  commodities  was  in  any  way 
to  be  attritubed  to  the  increase  of  Bank  paper.    The  report  ot 
the  Committee  was  directly  in  opposition  to  the  opinions  of  aU 
the  witnesses  examined,  except    two.     All    "experience"  was 
against  the  "reasonings"  of  the  Report.    He  produced  a  table 
shewing  the  number  of  bank  notes  in   circulation  at   different 
periods,  and  the  market  price  of  bullion  and  the  exchange  with 
Hamburg,   to  shew    that    there    was   no  connection   whatever 
between  them.    However,  the  Committee  had  themselves  most 
pointedly  remarked  that  the  numerical  amount  of  notes  alone 
was  no  test  of  their  depreciation.      The  enormous  paymeniB 
which  England  made  to  the  continent  during  the  last  two  year&. 
were  quite  sufficient  to  account  for  the  fall  in   the  exchange. 
That  the  rise  in  the  prices  of  all  commodities  on  the  continent 
had  been  equally  great  in  countries  where  there  was  no  paper  cur^ 
rency  bur  here.     He  went  into  arguments  at  great  length  to 
disprove  the  idea  that  the  issue  of  Bank  notes  had  any  effect  on 
the  price  of  gold  or  the  exchanges. 

83.  Mr.  Henry  Thornton  stated  that  the  great  question  at 
issue  between  the  Bullion  Committee  and  the  Bank  was,  whether 
its  issues  should  be  regulated  by  the  price  of  gold  and  the 
foreign  exchanges,  and  if  its  excessive  issues  produced  any  effect 
upon  them.  Mr.  Thornton  argued  at  great  length  in  support  of 
the  principles  of  the  Report,  and  cited  the  case  of  the  Bank  of 
France  in  1805  as  a  remarkable  confirmation  of  the  truth  of  its 
principles.  The  French  Government,  having  occasion  for  a  loan, 
applied  to  the  merchants  for  it,  such  a  transaction  being  con- 
trary to  the  rules  of  the  Bank.  The  merchants  proceeded  to 
fabricate  among  themselves  bills  to  the  requisite  amount,  which 
they  discounted  at  the  Bank,  which  thus  ultimately  became  the 
real  lender.  There  was,  in  consequence,  an  enormous  increase  of 
the  Bank  paper,  a  great  demand  for  specie.  The  Bank  had  to 
bring  back  specie  from  the  provinces  at  a  great  loss — at  length 
it  stopped  payment.  Bank  notes  fell  to  a  discount  of  10  or  12 
per  cent.,  and  the  foreign  exchanges  fell  10  per  cent.  But  the 
Bank  reduced  its  paper,  and  in  three  months  resumed  payment 
without  difficulty,  and  the  foreign  exchanges  were  rectified. 
Mr.  Thornton  also  quoted  several  other  cases  of  other  oountriea. 
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yrhm  the  same  phenomenon  had  occnrred.  He  then  passed  on 
to  the  question  of  the  standard  of  the  cnrrencj,  which  he  said 
was  becoming  endangered  by  this  continued  depreciation. 
Indeed,  the  argument  in  favour  of  a  deterioration  of  the  coin 
grew  stronger  every  day.  The  very  argument  of  justice,  after 
a  certain  time,  passes  over  to  the  side  of  deterioration.  If  we 
have  been  only  two  or  three  years  using  a  depreciated  paper, 
justice  is  on  the  side  of  the  former  standard ;  if  ten  or  twenty 
years  have  passed  since  paper  fell,  it  may  be  deemed  unfair  to 
restore  the  ancient  standard.  He  concluded  by  strongly  urging 
Parliament  to  return  to  the  ancient  standard  before  it  was 
too  late. 

84.  Mr.  Vansittart,  who  moved  the  counter-resolutions  to 
Mr.  Homer,  controverted,  at  great  length,  the  principles  of  the 
Report.  He  asserted  that  the  only  mode  in  which  a  metallic 
CDnency  could  have  a  favourable  effect  on  the  exchanges  was  by 
f^iaiion,  and  that  if  exportation  was  prohibited  by  law,  no 
effect  could  be  produced.  The  amazing  absurdity  of  this  as- 
sertion has  been  sufficiently  proved  in  the  course  of  this  work 
to  need  repetition  here.  These  assertions,  however,  were  sober 
good  sense  compared  to  the  lengths  of  wild  extravagance  into 
which  he  subsequently  plunged.  He  said  that  the  first  seven 
reaolutions  argued  on  the  supposition  that  the  standard  was 
something  visible  and  tangible.  "I  affirm  that  a  standard,  in 
the  sense  used  by  these  gentlemen,  namely,  a  fixecl  and  in- 
variable weight  of  the  precious  metals  as  a  measure  of  value 
J^ever  existed  in  this  country ! ! "  He  ridiculed  the  idea  of  the 
^solution  that  the  weight  at  which  any  such  money  is  authorised 
^  pass  current  is  fixed !  I  These  extraordinary  ideas  he  at- 
t^pted  to  support  by  reference  to  the  degraded  state  the  coin 
W  been  in  at  different  periods,  but  which  were  yet  legal  tender, 
Md  which,  he  contended,  proved  that  the  coin  was  not  any 
definite  weight  of  bullion.  It  was  upon  this  point,  he  said,  that 
t^e  question  of  depreciation  depended.  "Now,  I  do  not  con- 
sider myself  bound  either  to  admit  or  deny  that  Bank  notes 
*^Te  lost  a  value  which  they  never  possessed,  and  which  the 
^  coin  of  the  country  never  possessed,  namely,  a  value 
wtunated  by  a  fixed  weight  of  gold  or  silver  bullion.  They 
^ever  had  any  other  than  current  value,  founded  on  the  public 
VOL.  n.  E 
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confidence  in  the  Bank,  and  this  value,  I  firmly  believe,  and  haT< 
distinctly  stated  in  my  third  proposition,  that  they  possess  a 
much  as  ever."  When  the  whole  of  the  rest  of  his  speech  wa 
a  mere  repetition  and  development  of  such  crazy  ideas,  it  i 
ipere  waste  of  time  to  give  any  more  details  of  it.  There  i 
one  more  specimen,  however,  which  we  cannot  refrain  froi 
extracting.  He  says — ''It  appears,  then,  that  a  diminution  of  tb 
value  of  cun'ency  may  have  the  effect  of  improving  the  a 
change,  but  cannot  by  possibility  depress  it ! ! "  Which  meat 
that  the  more  debased  and  worthless  the  currency  of  a  coonix 
is,  the  more  favourable  should  be  the  foreign  exchanges,  or  ib 
higher  should  foreigners  estimate  it.  So  that,  while  the  Frenc 
assignats  were  daily  falling  lower  and  lower  at  home,  the  moi 
should  foreigners  have  given  for  them :  so  that,  while  the  Frenc 
themselves  gave  one  livre  in  coin  for  1,200  in  assignats,  tl 
English  and  other  foreigners  ought  to  have  given  their  fu 
nominal  value  in  coin,  and  even  more  than  that  according  i 
Mr.  Yansittart.  Ue  then  made  several  triumphant  observatioi 
about  there  being  no  difference  in  transactions  between  Ban 
notes  and  coin.  He  admitted  that  he  had  been  a  member  « 
the  Irish  Committee  of  1804,  and  had  concurred  in  the  opinic 
that  Irish  Bank  notes  were  depreciated,  but  he  said  that  tk 
two  cases  were  not  parallel ;  for  it  appeared  not  only  that  tl 
current  coin  was  openly  sold  at  a  premium,  but  that  an  estal 
lished  difference  of  price  existed  between  payments  in  coin  an 
in  Irish  paper,  while  Bank  of  England  paper  passed  as  equivi 
lent  to  guineas.  This  depreciation,  however,  he  denied  ha 
proceeded  from  excessive  issues,  but  from  the  political  drcun 
stances  of  the  period. 

85.  Such  were  the  leading  arguments  against  the  conclusioi 
of  the  Committee,  which,  though  somewhat  varied  in  expressioi 
were  constantly  repeated.  After  the  exposition  given  in  oi 
chapter  on  the  Coinage,  it  would  be  waste  of  time  to  attemj 
seriously  to  disprove  the  outrageous  folly  of  the  propositioi 
that  the  coins  of  Great  Britain  never  were  intended  to  contai 
any  fixed  or  certain  quantity  of  gold  or  silver  bullion  in  thee 
If  this  had  been  true,  what  was  the  need  of  having  any  gold  < 
silver  in  them  at  all ;  if  it  was  not  to  regulate  their  value  ? 
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S6.    With  respect  to  the  assertion  that  there  was  no  difference 

ia  common  payments  between  guineas  and  Bank  notes^  and  that 

guineas  were  not  openly  selling  at  a  premium,  as  in  Ireland,  the 

answer  was  simple  and  decisive:    if  it  were  so,  it  was  merely 

tlirongh  the  terrors  of  the  penal  law.    At  the  very  time  of  this 

delDate  three  men  were  lying  under  a  conviction  of  the  crime  of 

selling  guineas  for  more  than  21s.    They  had  been  convicted 

under  an  old  statute  of  Edward  VI.,  which  did  not  extend  to 

Ireland,  so  that  the  reason  why  guineas  were  sold  publicly  at  a 

premiom  in  Ireland  was,  that  there  was  no  law  against  it ;  in 

England  it  w^  a  criminal  offence,  and,  in  consequence  of  this, 

guineas  had  disappeared  from  circulation.     But  Mr.  Vansittart 

threw  out  another  challenge,  he  acknowledged  that  it  was  legal 

for  tradesmen  to  make  a  distinction  in  prices,  according  as  they 

were  paid  in  money,  or  in  Bank  notes,  and  he  denied  that  such 

a  distinction  existed.    On  this  point,  however,  he  was  met  with 

a  distinct  denial  by  Mr.  Huskisson,  who  said — "  If  paper  were 

sustained  at  all  in  public  estimation,  it  must  be  by  a  support 

growing  out  of  terror,  by   an   estimation  proceeding  at  that 

moment  from  a  consideration  of  a  pending  judgment.     If  this 

were  once   settled,  public  estimation  would  soon  shew  what  it 

really  was.     In  every  part  of  the  country  there  were  already 

two  prices ;  he  had  undoubted  proof  of  the  fact.     He  had  in  his 

pocket  a  letter  from  a  person  intimately  acquainted  with  such 

^natters,  which    said    that  two  prices  were  prevalent    in    the 

<»nntry,  and  that  the  usual  premium  for  guineas  was  half-a- 

crown." 

87.  Mr.  Sharp,  a  member  of  the  Bullion  Committee,  adduced 
^her  facts  to  prove  that  the  Bank  notes  were  depreciated ;  he 
**id  it  had  been  usual  to  send  over  specie  to  Guernsey  to  pay 
the  troops  there.  Each  guinea  had  latehj  been  paid  to  the 
soldiers  at  235. ;  one  regiment,  however,  had  refused  to  receive 
tkem  at  that  rate.  In  another  case  he  knew  of  a  person  who 
™  received  a  legacy  of  1,000  guineas  which  was  paid  in  specie ; 
"6  went  to  invest  it  in  the  funds,  and,  on  asking  the  price  of  tlie 
^  per  cents.,  was  told  64^.  But,  on  asking  what  the  price  would 
^  ^  paid  in  real  money,  he  was  told,  after  some  consideration, 
^6  might  have  it  at  60,  which  was  the  price  actually  paid.  So 
^^t,  while  the  Government  were  arguing  at  Westminster  that 

£  2 
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guineas  were  of  the  same  valae  as  Bank  notes,  they  were  at  tl 
same  time  dishonest  enough  to  pay  them  away  to  the  soldic 
at  23s. 

88.  Sir  Francis  Burdett  stated  that,  in  Jersey,  Bank  of  Ed 
land  notes  were  at  a  discount  of  8  per  cent,  as  compared  to  i 
notes  of  their  own  little  bank;  that  it  was  perfectly  notorio 
that  two  prices  were  common  throughout  the  country.  1 
knew  it  from  his  own  experience;  he  had  been  offered  wi 
at  far  different  prices,  according  as  he  should  pay  for  it  eitl 
in  Bank  notes  or  in  specie. 

89.  We  have  now  given  so  much  space  to  this  interesti 
discussion,  that  we  can  scarcely  afford  room  to  notice  any  of  t 
other  speeches  upon  the  subject.  When  we  read  the  argumei 
and  evidence,  which  seem  to  be  so  perfectly  satisfactoi 
according  to  aU  the  usual  principles  that  command  assent,  ' 
feel  some  curiosity  to  know  what  was  the  opposing  tbeo 
set  up  against  them,  and  it  was  simply  this,  that  the  pou 
sterling  was  nothing  tangible  at  all!  It  was  an  imagins 
vision !  a  vague  idea !  an  airy  nothing !  which  never  had  a 
existence  in  nature  at  all,  and  that,  accordingly,  everythii 
money  and  bullion  included,  might  vary  in  endless  chan[ 
round  this  ideal  centre.  It  had  even  less  substantiality  thai 
whiff  of  smoke!  It  was  "a  sense  of  value"  communicated 
some  mysterious  way  from  one  person  to  another.  Mr.  Canni 
pursued  the  author  of  this  insensate  folly  with  unspari 
ridicule  in  his  speech.  He  also  ably  pointed  out  the  consequei 
of  not  allowing  guineas  to  circulate  at  their  market  value,  whi 
had  been  followed  by  their  total  disappearance,  whereas  dolla 
which  were  beginning  to  disappear  when  they  were  bou 
down  to  the  value  of  the  depreciated  Bank  paper,  w( 
immediately  restored  to  circulation  when  they  were  allow 
to  pass  current  at  their  real  value.  However,  though 
fully  agreed  in  all  the  principles  and  reasonings  of  the  Bulli 
Report,  he  did  not  think  it  expedient  that  the  Bank  should 
called  upon  to  resume  cash  payments  in  so  short  a  peri 
as  two  years. 
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90.  After  a  debate  of  four  nights  the  Committee  divided  on 
the  first  of  Mr.  Homer*s  resolutions,  and  it  was  negatived  by  a 
majority  of  151  to  75.  The  fourteen  next  were  negatived 
without  a  division,  and  the  last  was  rejected  by  a  majority 
of  180  to  45.  Among  the  names  of  the  majority  was  that  of 
EoBEBT  Peel. 

91.  The  Ministry,  having  defeated  the  Bullion  Committee 
by  80  great  a  majority,  would  have  done  well  to  let  the  matter 
Test.  As  to  the  matter  of  fact  agitated  between  the  parties,  the 
^reciation  or  the  non-depreciation  of  the  Bank  notes,  it 
would  be  useless  to  waste  one  word  more,  and  in  arguing 
against  so  palpable  a  fact,  the  ministerial  party  shewed  little 
diwretion.  They  might  easily  have  saved  their  credit  by 
admitting  the  &ct,  but  arguing  that  it  was  not  expedient  for  the 
public  service  that  so  momentous  a  change  should  be  made 
during  the  war.  Not  content,  however,  with  procuring  the  total 
rejection  of  Mr.  Homer's  resolutions,  Mr.  Vansittart,  in  the 
plenitude  of  his  power  and  party  strength,  and  in  the  mere 
wantonness  of  tyranny,  determined  to  drag  the  House  through 
Ae  lowest  depths  of  ridicule  and  absurdity.  He  moved  a 
•eries  of  resolutions  which  are  too  long  to  be  inserted  here,  to 
the  effect  that  there  was  no  legal  weight  of  bullion  in  the  coins, 
beyond  what  the  caprice  of  each  Sovereign  might  dictate;  that 
^e  Bank  notes  were  merely  promises  to  pay  in  theae  coins,  and 
thej  always  had  been,  and  at  that  moment  were  held  equivalent 
in  public  estimation  to  the  legal  coin  of  the  realm,  and  generally 
accepted  as  such  in  all  pecuniary  transactions  to  which  such  coin 
ia  lawfully  applicable,  and  that  the  price  of  bullion  and  the  state 
of  the  foreign  exchanges  were  in  no  way  owing  to  excessive 
iasuesof  Bank  paper. 

92.  In  introducing  his  resolutions  Mr.  Vansittart  made  a 
®P^  of  enormous  length,  repeating  his  former  views,  that  the 
■*^  of  the  domestic  currency  had  no  effect  upon  the  foreign 
exchanges,  and^  with  a  flight  of  unheard-of  audacity,  he,  in 
*«fiance  of  the  recorded  opinion  of  Parliament  and  the 
'"lanimous  testimony  of  all  contemporary  writers,  made  the 
extraordinary  assertion  that  in  1696  and  1774  **the  fall  of  the 
was    the    cause,    and   not    the  consequence   of   the 
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depreciation  of  the  cnrrency  !"  Mr.  Canning  in  Tain  attempted 
to  persnade  the  Ministers  to  rest  satisfied  with  the  defeat  of  tiie 
Bullion  Committee,  and,  for  the  sake  of  the  reputation  of  the 
House,  not  to  make  them  pass  a  vote  which  no  one  outside  the 
House  could  speak  of  without  laughter.  His  amendment  was 
rejected  by  a  majority  of  82  to  42 ;  and,  after  some  other  minor 
divisions,  Mr.  Vansittart's  resolutions  were  carried. 

93.  We  have  observed  that  guineas  were  not  sold  openly  at 
a  premium,  because  it  was  generally  believed  to  be  a  criminal 
offence  to  do  so,  and  three  men  were  tried  and  convicted  for  so^ 
doing.  To  draw  any  argument  of  the  equality  of  the  value  of 
the  note  and  coin  under  such  circumstances,  was  nothing  but  &> 
contemptible  piece  of  sophistry.  But  nothing  could  be  moT& 
whimsical  or  absurd  than  the  presumed  state  of  the  law  on  the 
subject.  It  was  held  to  be  penal  to  part  with  a  Bank  note 
for  less  than  20s.  in  bullion,  but  it  was  quite  legitimate  for  a 
tradesman  to  make  two  prices  for  his  goods.  In  his  speech 
against  Mr.  Horner's  resolutions,  Mr.  Vansittart  had  taunted 
his  opponents  with  the  circumstance  that  this  was  not  done.  It 
is  incredible  how  any  one  could  have  made  an  argument  of  such 
an  absurdity,  when  it  was  so  easy  to  outwit  the  law.  If  any 
one  wished  to  avoid  the  legal  offence  of  parting  with  a  guinea 
for  more  than  288.,  what  more  easy  than  a  collusive  sale  ?  Sell 
a  loaf  to  any  man  for  a  £1  note  and  5s.,  and  buy  it  again  from 
him  at  a  guinea,  and  the  interchange  between  the  guinea  and 
the  £1  5s.  was  effected  in  the  most  legal  manner.  But  such 
subtleties  were  at  once  put  an  end  to  by  the  Court  of  Common 
Pleas  unanimously  quashing  the  conviction  of  De  Yonge,  and 
declaring  that  it  was  no  crime  at  all  to  sell  guineas  at  a  premium. 

94.  After  the  House  had  indulged  in  this  wild  freak — the 
very  saturnalia  of  unreason — and  given  so  great  an  encourage- 
ment to  the  Bank  to  pursue  its  wild  career,  it  became  evident 
to  any  one  who  understood  the  subject,  that  the  value  of  every 
man's  property  depended  upon  the  will  of  the  Bank  directors. 
This  was  fraught  with  the  most  alarming  consequences  to  every  " 
one  who  had  a  fixed  annuity,  as,  while  the  price  of  every  articles 
of  prime  necessity  kept  pace  with  the  depreciation  of  the  cur 
rency,  any  one,  like  a  landlord,  having  a  fixed  rent  to  receive 
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was  paid  in  a  depreciated  paper^  while  his  tenants  received  the 
incr^ised  nominal  prices  of  their  commodities.      As  matters  were 
oontinnallj  getting  worse,  gold  having  risen  to  £4  16s.  per  ounce 
in  March,  Lord  King  issued  a  circular  to  several  of  his  tenants, 
reminding  them  that  their  contract  was  to  pay  a  certain  quantity 
of  the  legal  coin  of  the  country,  and  that   the   present   paper 
currency  was  considerably  depreciated.    He  said  that,  in  future, 
he  should  require  his  rents  to  be  paid  in  the  legal  gold  coin  of 
the  realm,  but  that,  as  his  object  was  merely  to  secure  the  pay- 
ment of  the  real  intrinsic  value  of  the  sum  stipulated  by  the 
agreement,  he  should  be  willing  to  receive  the  amount  in  Portugal 
gold  coin  of  an  equal  weight  with  that  of  the  stipulated  number 
of  guineas,  or  by  an  amount  of  Bank  notes  sufficient  to  pur- 
chase the  weight  of  standard  gold  requisite  to  discharge  the 
rent. 

95,  That  such  a  demand  was  legal  no  one  pretended  to  deny ; 
bat  when  this  practical  sarcasm  was  passed  upon  the  resolution  of 
the  House  of  Commons,  it  drove  that  party  wild,  and  the  most 
unmeasured  abuse  was  heaped  upon  him  for  incttnsm.  Not 
only  was  this  in  every  way  legal,  but  nothing  could  have  been 
more  equitable.  His  tenants  were  receiving  the  increased  market 
prices  for  their  crops,  and  only  paid  him  in  the  same  number  of 
depreciated  notes.  It  is  quite  clear  that,  if  his  tenants  got  an 
increase  in  the  price  of  their  corn  owing  to  the  depreciation,  he 
onght  to  have  received  a  proportionate  increase  in  his  rents, 
lord  Stanhope  brought  in  a  bill,  which,  after  being  considerably 
Rifled,  was  ultimately  passed,  making  it  a  misdemeanour  to 
^ke  any  diflference  in  payments  between  guineas  and  Bank 
notes.  Lord  Stanhope,  in  bringing  in  the  bill,  mentioned  several 
instances  which  he  had  been  informed  of,  in  which  27s.  were 
^manded  for  a  guinea.  Lord  Holland  also  said  that  a  pound 
note  and  seven  shillings  were  currently  given  for  guineas.  Ad- 
niirable  commentary  upon  the  resolutions  carried  so  triumphantly 
in  the  House  of  Commons  only  two  months  before,  and  then 
^ding  on  their  journals,  that  in  public  estimation  guineas  and 
8wik  notes  were  equal ! 

96.  Lord  Grenville  opposed  the  bill  with  great  earnestness, 
^d  his  opinion  is  particularly  valuable  because  he  was  one  of 
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the  Cabinet  who  originally  proposed  the  Restriction  Act.  He 
said  he  had  never  seen  the  Ministers  of  the  country  in  so  dis- 
graceful a  position  as  they  were  that  night.  He  turned  the 
famous  resolutions  of  the  House  of  Commons  into  great  ridicule, 
and  said  that  it  had  been  left  for  Robespierre,  the  Jacobins,  and 
the  present  Ministry  to  raise  a  cry  of  mcivism  against  the 
private  actions  of  individuals.  He  said  that  it  was  one  of  the 
most  painful  days  in  his  and  Mr.  Pitt's  political  life,  when  they 
felt  compelled  to  come  to  Parliament  to  propose  the  restriction. 
"By  what  consideration  we  were  afterwards  induced  to  extend 
it  for  successive  short  periods,  it  is  unnecessary  to  explain, 
suffice  it  to  say,  that  they  are  considerations  which  I  shall 
ever  deeply  regret  had  any  influence  upon  my  mind.  I  do 
assure  my  noble  friend  (Lord  King)  that  I  have  long  since 
fully  concurred  in  the  arguments  which  he  has  urged  against 
the  original  policy  of  that  restriction."  He  said  that  the 
present  course,  if  persevered  in,  must  end  in  the  same  manner 
as  the  Mississippi  and  South  Sea  Schemes,  in  total  ruin.  '^My 
Lords,  it  has  often  been  my  lot  to  point  out  the  inevitable  results 
of  the  issue  of  assignats  in  France.  How  little  did  I  then 
imagine  that,  in  the  description  I  then  gave,  I  was  but  anticipate 
ing  what,  in  the  course  of  twenty  years,  would  be  the  faithful 
picture  of  my  own  country  ! " 

97.  Although  we  have  given  so  much  space  to  this  debate,  w^ 
cannot  refrain  from  giving  a  few  sentences  of  Lord  Stanhope'a 
reply,  as  they  concentrate  in  the  sliortest  space  the  whole  of  tho 
ministerial  arguments  and  views  on  the  subject — 

'*  Earl  Stanhope,  in  explanation,  said  that  there  was  no  such 
thing  in  this  country  as  a  measure  of  value  founded  on  a 
quantity  of  bullion  of  standard  fineness.  The  legal  coin  was 
the  money  with  the  stamp  upon  it.  The  stamp  was  what  made 
it  the  lawful  coin,  not  to  be  melted  nor  transported,  and  not  the 
weight  and  fineness.  He  did  not  know  what  mathematicians  he 
had  to  deal  with,  but  if  Bank  notes  and  gold  bore  a  fixed  pro- 
portional ratio  to  the  pound  sterling  by  law,  they  were  equal  to 
one  another,  and  to  prove  this  he  need  go  no  ftirther  than  the 
first  book  of  Euclid,  where  it  was  laid  down  as  an  axiom  that 
things  equal  to  the  same  are  equal  to  one  another." 
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98.    We  are  accnstomed  to  smile  at  the  famons  decree  of  the 

Inquisition,  which  resolved  that  the  motion  of  the  earth  was 

felse,  and  sympathise  with  Galileo,  who,  when  retiring   from 

their  rebuke,  said  "«  pur  si  muove,'*  "it  moves  for  all  that." 

But  the  famous  resolution  that  guineas  were  equal  in  public 

estimation  to  Bank  notes,  when  guineas  were  currently  sold  for 

a  £1  note  and  seven  shillings,  and  the  dictum  of  Lord  Stanhope 

that  they  t^ere  equal  because  the  law  declared  them  to  be  so, 

infinitely  transcends  it  in  absurdity ;  and,  when  we  feel  inclined 

to  be  merry  at  the  expense  of  the  worthy  fathers  of  the  Inqui- 

^tdon,  we  should  think  of  Mr.  Yansittart's  resolution,  and  be 


99.  The  Bill  was  warmly  contested  in  every  stage  of  its  pro- 
gieas  through  the  House  of  Lords,  but  finally  passed  the  third 
reading  by  a  majority  of  48  to  16.  In  the  House  of  Commons 
the  debates  were  equally  warm  and  protracted,  but  it  was  finally 
passed  by  a  majority  of  95  to  20.  The  Act  was  originally 
limited  to  the  24th  March,  1812,  but  it  was  subsequently  oon- 
tinaed  during  the  continuance  o^  the  Bank  Restriction  Act. 

100.  We  shall  reserve  some  remarks  regarding  the  effects  of 
^e  great  overtrading  of  1809  and  1810,  till  the  chapter  in 
^hich  we  shall  consider  the  theory  of  the  Bank  respecting  the 
iwues  of  its  notes  upon  mercantile  security, 

101.  Among  other  arguments  alleged  against  the  opening  of 
^he  Baiik,  was  the  injustice  of  compelling  it  to  buy  gold  at  the 
increased  market  price.  Now  that  we  are  enabled  to  take  a 
nu)re  dispassionate  view  of  the  subject  than  those  whose  interests 
^eie  80  much  involved  in  it  at  the  time  of  the  debate,  we  can 
8ee  that  there  was  no  hardship  in  such  a  requirement.  Every 
^^reditor  who  was  paid  in  these  depreciated  notes  was  defrauded 
<^f  20  per  cent,  of  his  debt,  and,  considering  the  enormous  gains 
^^  by  the  Bank  at  the  expense  of  the  holders  of  its  notes, 
JDstlce  evidently  demanded  that  the  Bank  should  purchase  what- 
ever quantity  of  gold  was  sufficient  to  discharge  its  obligations, 
^  what  it  would.  The  injury  to  the  holders  of  its  notes, 
Berere  as  it  was,  was  only  temporary,  but  a  very  much  more 
serioufl  injury  was  done  to  the  nation,  by  adding  an  enormous 
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amount  to  the  national  debt,  which  was  contracted  in  this  dqnre- 
ciated  currency. 

102.  The  harvest  of  1811  was  extremely  deficient^  and  that 
was  the  period,  too,  when  the  power  of  Napoleon  was  at  its 
height,  and  the  continental  sources  of  supply  were  cut  oil 
Towards  the  middle  of  1811,  the  price  of  com  began  to  rise 
Tery  rapidly,  and  continued  doing  so  till  August,  1812,  when  it 
reached  its  greatest  height  during  the  war.  The  average  of 
wheat  for  England  and  Wales  was  then  155s.,  and  some  Dantnc 
wheat  brought  180s.,  and,  in  one  or  two  instances,  oats  were  sold 
at  84:8.  The  advocates  of  the  rival  theories  attributed  this 
extraordinary  rise  to  different  causes ;  one  party  almost  entirely 
to  the  depreciation  of  the  paper  currency,  the  oUier  party  almost 
entirely  to  the  great  scarcity.  Mr.  Tooke  is  the  most  distin- 
guished advocate  of  the  latter  view,  and,  in  support  of  it,  brings 
most  forcible  arguments  from  the  corresponding  rise  which  Uxk, 
place  in  France  during  the  same  period,  where  the  currency  was 
almost  purely  metallic.  Admitting  to  the  full  extent  the  power- 
ful arguments  adduced  by  Mr.  Tooke,  which  derive  additional 
force  from  his  being  a  cotemporary  of  the  circumstances  he 
describes,  we  can  yet  hardly  think  he  can  be  correct  in  so 
entirely  excluding  the  effect  of  the  depreciation  of  the  paper 
currency  as  he  does.  We  have  abundance  of  evidence  that 
before  the  Gold  Coin  and  Bank  Note  Bill,  there  were  very 
generally  two  prices  in  the  country,  a  gold  price  and  a  paper 
price :  after  that  Bill  that  was  abolished,  and  there  was  nothing 
but  a  paper  price,  and  gold  totally  disappeared  frx)m  circulation ; 
but  can  we  doubt  that  if  any  price  had  been  paid  in  gold,  there 
would  have  been  a  very  great  difference  between  the  two,  ftiUy 
as  great  as  before  that  Act  ?  If,  then,  it  be  granted  that  such 
would  have  been  the  case  if  payments  had  been  made  in  gold,  it 
seems  to  follow  that,  when  prices  were  paid  solely  in  paper,  they 
must  be  considered  to  have  been  enhanced  by  just  so  much  as 
the  difference  would  have  been  if  any  payments  had  been  made 
in  gold.  There  does  not  appear  tp  be  the  least  reason  to  suppose 
that  the  scarcity  was  comparatively  greater  in  1812  than  it  was 
in  1800 ;  in  fact,  the  evidence  seems  to  be  entirely  the  other  way, 
that  the  scarcity  and  distress  was  much  greater  in  the  former 
period,  yet  in  1812,  the  average  rose  to  155s.;  in  the  former  it 
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only  1838.  Whence  this  diflFerence?  We  fliink  the 
eTidenoe  points  clearly  to  the  depreciation  of  the  paper  in 
livhich  payments  were  reckoned.  Now^  in  May  and  Jane, 
1812,  the  price  of  gold  ballion  was  about  £4  18s.  per  ounce, 
ait  which  the  real  value  of  the  note  was  158.  lid.  Now,  are  we 
to  snppoee  that  the  enhancement  of  prices,  when  paid  in  paper, 
'Which  was  quite  notorious  before  Lord  Stanhope's  Bill,  was 
sctoally  annihilated  by  that  Act  ? 

103.    The    principles   of  the    Bullion    Report  having  been 
decisively  rejected  by  Parliament,  and  pronounced  to  be  Mlacious, 
by  the  resolutions  which  declared  21  to  be  equal  to  27,  the  Bank 
took  no  measures  to  bring  their  notes  to  a  nearer  conformity  to 
their  nominal  value,  and  the  market  or  paper  price  continued  to 
liae  till,  in  November,  1813,  it  stood  at  £5  10s.,  the  greatest  height 
it  ever  reached.    The  long  continuance  of  high  prices,  partly 
caused  by  a  continued  series  of  deficient  harvests,  and  partly  by  the 
^preciation  of  the  paper  in  which  they  were  paid,  gave  rise  to 
the  belief  that  they  would  continue  permanent.    Immense  specu- 
l&tionfi  began   in    land-jobbing,   vast  tracts  of  waste  and  fen 
land  were  reclaimed.     It  was  at  this  time  that  the  immense 
agricnlfcural  improvements  in  Lincolnshire  were  eflPected.    Rents 
*^niost  cases  rose  to  treble  what  they  were  in  1792  ;  all  the  new 
^'cultural  engagements  entered  into  at  this  period  were  formed 
on  the  basis  of  these  extravagant  prices ;  landlords  and  tenants 
incneiiged  their  expenditure  in  a  like  proportion,  family  settle- 
ments were  made  on  a  commensurate   scale.      As  a   natural 
^''^'^^equence,  country  banks  greatly  multiplied.    In  1811  they 
were   728,  in  1813  they  had  risen  to  940,  and  the  amount  of 
^cir  issues  were  supposed,  on  the  most  moderate  estimate,  to  be 
^xxt  £25,000,000.     After  the  disasters  of  the  French  in  the 
^^'^Bian  Campaign  of  1812,  and  the  Battle  of  Leipsic,  the  ports 
^^  -Russia  and  Northern  Germany  were  thrown  open  to  British 
^"^^xnerce.     This  naturally  gave  rise  to  enormous  speculative 
^^Poxts  and  overtrading. 

^04.  The  harvest  of  1813  was  prodigiously  abundant,  so  that 
^"^  price  of  com,  which  in  August,  1812,  had  been  155s.,  and 
^^  receded  gradually  from  that  point,  till  August,  1813,  fell 
^^th  great  rapidity,  and  in  July,  1814,  was  only  688.    The  ex- 
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porting  specnlations  were  at  their  height  in  the  spring  of  1814^ 
and  the  prices  of  all  snch  commodities  rose  to  a  very  nnnsaal 
height,  in  many  cases  to  double  and  triple  of  what  they  had  been 
before.  Every  branch  of  industry  was  by  the  preceding  cansea 
affected,  and  the  natural  and  inevitable  consequences  soon  fol- 
lowed :  a  violent  revulsion  and  general  depression  of  prices  of 
all  sorts  of  property,  which  entailed  such  general  and  universal 
losses  and  failures  among  the  agricultural,  commercial,  manu- 
facturing, mining,  shipping,  and  building  interests,  as  had  never 
before  been  paralleled.  As  is  always  the  case,  the  consequences 
of  the  wild  speculations  and  engagements  persons  had  entered 
into  during  the  continuance  of  the  fever  continued  to  be  felt  for 
some  years  after.  The  disasters  commenced  in  the  Autumn 
of  1814,  continued  with  increasing  severity  during  1815,  and 
reached  their  height  in  1816-17.  During  these  years  89  country 
bankers  became  bankrupts,  and  the  reduction  of  the  issues  of 
country  paper  was  such,  that  in  1816  its  amount  was  little  more 
than  half  what  it  had  been  in  1814. 

105.  This  general  discredit  of  country  bank  paper,  resembling 
what  had  previously  occurred  in  1793  and  1797,  caused  a  demand 
for  additional  issues  from  the  Bank  of  England,  to  help  to  main- 
tain public  credit ;  and,  though  this  caused  an  extension  of  the 
Bank  paper  by  upwards  of  three  millions,  so  great  was  the  abstrac- 
tion of  country  Bank  paper  from  circulation  (to  certainly  three 
times  the  amount  of  the  Bank  of  England  issues),  that  the  value 
of  the  whole  currency  rapidly  rose,  so  that,  while  in  May,  1815, 
the  market  or  paper  price  of  gold  was  £5  Bs.,  the  exchange  on 
Hamburg  28*2,  and  that  on  Paris  19*  in  October,  1816,  the 
paper  price  of  gold  had  rapidly  fallen  to  £3  18s.  6d.,  the  ex- 
change with  Hamburg  was  38%  and  that  on  Paris  26*10.,  and 
they  remained  with  little  variation  at  these  prices  till  July,  1817. 

106.  Hence,  at  length,  was  manifested  the  most  complete 
triumph  of  the  principles  of  the  Bullion  Report.  The  great 
plethora  of  this  worthless  quantity  of  paper  currency  being 
removed,  the  value  of  the  whole  currency  was  raised  sdmost  to 
par,  so  near,  in  fact,  that  the  smallest  care  and  attention  would 
have  brought  it  quite  to  par ;  and  if  means  could  have  been  taken 
to  prevent  the  growth  of  the  rank  luxuriance  of  country  Bank 
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noteSy  cash  payments  would  have  been  resumed  at  this  period 
^th  the  utmost  possible  facility^  and^  as  a  matter  of  course, 
^thout  exciting  the  least  comment. 

107.    We  haye  seen  that,  on  several  preyious  occasions,  the 
Cank  had  intimated  to  the  Government  their  perfect  readiness 
and   ability  to  resume  payments  in  cash,  but  had  always  been 
preyented  from  doing  so  for  political  reasons.     In  1815,  when 
peace    was   finally  restored,  they  prepared  in  good  faith  to  be 
ready  to  do  so  as  soon  as  they  should  be  required,  and,  during 
that  year  and  1816,  they  accumulated  so  much  treasure  that,  in 
l^oyember,  1816,  they  gave  notice  of  their  intention  to  pay  aU 
their  notes  dated  previously  to  the  1st  January,  1812,  and  in 
April,  1817,  all  their  notes  dated  before  1st  January,  1816.    When 
this  was  done,  there  was  found  to  be  scarcely  any  demand  on 
them  for  gold.    The  nation  had  got  so  accustom^  to  a  paper 
currency  that  they  were  most  unwilling  to  receive  gold  for  it. 
Mr.  Stuckey,  one  of   the    largest   bankers    in    the  West   of 
England,  said,  that  during  this  partial  resumption  of  cash  pay- 
ments it  cost  him  nearly  £100  to  remit  the  surplus  coin  which 
accumulated  upon  him  to  London,  as  he  could  not  get  rid  of  it 
in  the  country,  his  customers  all  preferring  his  notes;  many 
persons  who  had  hoarded  guineas  requested  as  a  favour  to  have 
notes  in  exchange. 

108.  In  March,  1812,  the  restriction  was  prolonged  to  July, 
1816.  The  bill  was  brought  in  and  passed  before  the  news  of 
Napoleon's  quitting  Elba  had  reached  England.  The  Act  was 
Bcarcely  passed  when  the  new  war  broke  out  which  ended  at 
Waterloo,  and  the  expenses  of  the  campaign  made  the  Ministers 
dread  a  monetary  crisis,  and  the  restriction  was  subsequently 
polonged  till  July,  1818. 

109.  The  partial  resumption  of  cash  payments  was  attended 
with  perfect  success ;  it  caused  no  very  great  demand  for  gold, 
which  continued  to  accumulate  in  the  Bank  till  October,  1817, 
when  it  reached  its  maximum,  being  £11,914,000.  In  that 
month  the  Bank  gave  notice  that  it  would  pay  off  in  cash  all  the 
notes  dated  before  1st  January,  1817,  or  renew  them  at  the 
option  of  the  holders.     In  the  course  of  1817  a  very  large 
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amount  of  foreign  loans  were  contracted  for;  Pnwsia,  Anstria, 
and  other  continental  States  of  lesser  importance^  were  endeavonr- 
ing  to  replace  their  depreciated  paper  by  a  metallic  currency, 
and,  as  money  was  abundant  in  England,  a  very  large  portion  of 
these  loans  was  taken  up  here.    The  effect  of  this  began  to 
manifest    itself    in    April,   1817,   when    the    exchanges   with 
Hamburg  and  Paris  began  to  give  way,  and  the  market  price  of 
gold  to  rise.    These  phenomena  increased  gradually  throughout 
1818,  until  January,  1819,  the  price  of  gold  was  £4  Ss.,  the 
exchange  on  Hamburg  83*8  and  that  on  Paris  23*50.     In  July, 
1817,  the  new  gold  coinage  began  to  be  issued  ftom  the  Mint  in 
large  quantities.      The  consequence  was  a  steady  demand  for 
gold  set  in  upon  the  Bank,  and,  in  pursuance  of  its  notices,  the 
sum  of  £6,756,000  was  drawn  out  of  it  in  gold.    Just  at  this 
time  the  British  Government  reduced  the  rate  of  interest  upon 
Exchequer  bills.     The   much  higher  rate  of  interest  offered  by 
continental  Governments  caused  a  great  demand  for  gold  tot 
exportation,  and  in  the  beginning  of  1818  a  very  decided  drain 
set  in.    The  Bank  directors,  however,  determined  to  set  all  the 
principles    of   the    Bullion  Report    ostentatiously    at    defiance. 
While  this  great  drain  was   going  on,    they    increased    their 
advances  to  Government  from  £20,000,000  to  £28,000,000,  and 
though  they  knew  perfectly  well  that  the  demand  of  gold  was 
for  exportation,  they  took  no  measures  whatever  to  reduce  their 
issues  for  the  purpose   of  checking   the  export.    At  the  same 
time  the  issues  of  country  banks  had  increased  by  tWo-thirds 
since  1816. 

110.  This  demand  for  gold  became  more  intense  during  1818 
and  1819,  and  it  became  evident  that  the  Bank  would  soon  be 
exhausted  if  legislative  interference  did  not  take  place.  Accord- 
ingly, on  the  3rd  February,  1819,  both  houses  appointed 
Committees  to  inquire  into  the  state  of  the  Bank ;  and,  on  the 
6th  April,  they  reported  that  it  was  expedient  to  pass  an  Act 
inunediately  to  restrain  the  Bank  from  paying  cash  in  terms  of 
its  notices  of  1816-17.  An  Act  for  that  purpose  was  passed  in 
two  days'  time.  It  was  stated  in  the  Report  of  the  Commons 
that  in  the  first  six  months  of  1818,  125  millions  of  francs  had 
been  coined  at  the  French  mint,  three-fourths  of  which  had  been 
derived  from  the  gold  coin  of  this  country.    The  Act  forbade  the 
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Bank  to  make  any  payments  in  gold  whateyer,  either  for  frac- 
tional snms  nnder  £b,  or  any  of  their  notes,  during  that  Session 
of  Parliament.  The  Act,  therefore,  totally  closed  the  Bank  for 
payments  in  cash. 

111.  As  we  have  given  the  names  of  the  Committees  of  1804 
and  1810,  we  subjoin  those  of  the  Committees  of  both  Houses 
in  1819.  Those  in  the  Conmions  were  Lord  Castlereagh,  Mr. 
Yansittarty  Mr.  Tierney,  Mr.  Canning,  Mr.  Wellesley  Pole,  Mr. 
Lamb,  Mr.  F.  Robinson,  Mr.  Grenfell,  Mr.  Huskisson,  Mr.  Aber- 
cromby,  Mr.  Banks,  Sir  James  Mackintosh,  Mr.  Peel,  Sir  John 
KichoU,  Mr.  Littleton,  Mr.  Wilson,  Mr.  Stuart  Wortley,  Mr. 
Manning,  Mr.  Frankland  Lewis,  Mr.  Ashhurst,  Sir  John  Newport. 
The  CoDunittee  of  the  Lords  were  the  Earl  of  Harrowby,  Duke 
of  Wellington,  Marquis  of  Lansdowne,  Duke  of  Montrose,  Earl 
of  Liverpool,  Earl  of  St.  G^rmains,  Earl  Bathurst,  Viscount 
Sidmouth,  Earl  of  Aberdeen,  Earl  Granville,  Lord  King,  Lord 
Grenville,  Lord  Redesdale,  Earl  of  Lauderdale. 

112.  The  chief  points  of  interest  in  these  reports  regarding 
onr  present  subject  are  the  opinions  held  by  the  witnesses 
respecting  the  great  doctrines  of  the  Bullion  Report.  The  reports 
of  neither  House  entered  into  the  question  of  the  theory  of  the 
currency,  they  were  confined  to  recommending  a  certain  course 
of  action;  but  they  examined  a  number  of  witnesses  of  the  first 
eminence  on  the  subject,  and  the  result  of  their  evidence  is  most 
extraordinary.  It  will  be  remembered  that,  both  in  1804  and 
1810,  the  immense  preponderance  of  commercial  testimony  was 
entirely  adverse  to  the  doctrine  that  the  issues  of  paper  currency 
had  any  effect  upon  the  exchanges,  or  the  price  of  buUion,  or 
should  be  regulated  by  them.  Nevertheless,  the  reports  of  both 
Conmiittees  were  entirely  in  the  teeth  of  the  mercantile  evidence. 
The  Bullion  Report  had  now  been  before  the  country  for  nine 
years,  and  had  caused  more  public  discussion,  both  in  Parhament 
and  in  the  press,  than  almost  any  subject  whatever;  and  it  is 
perfectly  manifest  that  if  its  principles  were  erroneous,  the 
conmiercial  world  would  only  have  been  further  strengthened  in 
their  opposition  to  them.  But  what  was  the  result  now  ?  The 
overwhelming  mass  of  commercial  evidence  was  entirely  in 
their  favour.    The  current  of  mercantile  opinion  was  now  just  aa 


64      THEOBT  AND  PBACTICE  OF  BANKING. 

strong  on  their  side  as  it  had  formerly  been  against  thenL 
What  could  be  more  triumphant  than  this  ?  What  could  be  more 
splendid  testimony  to  their  accuracy  and  soundness  than  the 
fact  that  they  had  converted  the  immense  hostile  majority  of  the 
commercial  world  ? 

113.  In  order  to  give  some  idea  of  this  remarkable  change  in 
opinion,  we  must  make  some  extracts  from  the  evidence  of  the 
witnesses. 

Mr.  Dorrein,  Governor  of  the  Bank,  said  to  the  Lordi  Comr 
mitiee,  p.  81 — 

"  The  advances  of  the  Bank  to  Government  upon  Exchequer 
bills  cannot  be  recalled  at  the  pleasure  of  the  Bank.  But,  when 
money  is  lent  at  short  periods,  the  Bank  has  a  control  over  an 
excess  of  circulation,  so  as  to  check  any  improper  speculation, 
and  the  means  of  sending  bullion  out  of  the  country;  and 
thus  the  Bank  would  have  an  influence  over  the  foreign 
exchanges." 

"Are  you,  then,  of  opinion  that  the  exchanges  are  affected  by 
the  increase  or  diminution  of  the  number  of  Bank  notes  in  cir- 
culation ?  " 

"A  scarcity  of  circulating  medium,  of  whatever  it  may 
consist,  will  oblige  merchants  to  draw  in  their  funds  from  foreign 
countries,  and  the  superabundance  of  it  will  send  the  precious 
metals  out  of  the  country." 

"The  consequences  of  a  scarcity  of  money  would  be  to  force 
an  export  of  merchandise  and  manufactures,  which  would  render 
the  exchanges  favourable  to  this  country." 
(Before  Commans'  Committee,  p,  82.) 

"  A  lessened  circulation  will  have  an  effect  to  render  the  ex- 
change favourable  ?  " 

"Because  it  would  force  an  export  of  merchandise,  and 
an  export  of  merchandise  would  bring  money  into  the  country." 

"  You  have  said  that  a  contraction  of  the  issues  would  lower 
all  prices.  Are  the  Committee  not  to  understand  that  it  must 
lower  the  prices  of  gold  and  silver,  as  well  as  of  all  other 
commodities  ?  " 

"  I  apprehend  it  would." 

"  Assuming  the  course  of  foreign  exchanges  to  be  5  per  cent, 
against  this  country,  would  not  the  effect  of  a  diminution  in  the 
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price  of  commodities,  clearly,  consequent  on  a  diminution  of 
issues,  be  to  restore  the  exchanges  to  par  ? 

"  The  effect  would  be  to  force  an  export,  and  thereby  raise  the 
exchange." 

114.  Mr.  Pole,  Deputy-Governor  to  the  Bank,  said  to  the 
Lards^  Committee,  p.  85 — 

"  Whether  the  gold  appearing  to  vanish,  and  going  out  of  the 
country,  does  not  proceed,  in  your  judgment,  from  the  un- 
favourable state  of  the  exchanges  ? " 

"  Certainly." 

"  Is  it  your  opinion  that  the  exchanges  are  affected  by  the 
increase  or  diminution  of  the  circulation  of  Bank  of  England 
notes?" 

**  Inasmuch  as  in  that  case  the  interest  of  money  becomes  so 
reduced  in  this  country  as  to  hold  out  a  beneficial  prospect  to 
persons  in  sending  their  capital  from  this  country,  to  be  invested 
in  foreign  securities,  where  a  larger  interest  is  made,  conse- 
quently, a  debt  is  created  from  this  country,  payable  to  foreign 
countries." 

{To  Commmu'  Committee,  p.  35.) 

•'Do  you  think  a  considerable  reduction  in  the  amount  of  your 
paper  issues  would  affect  the  exchange  ? " 

"I  do." 

**  Is  the  answer  you  have  given  with  respect  to  the  effect  upon 
the  exchange  of  a  reduction  of  the  issues  of  the  Bank  founded 
on  observation  and  experience  of  particular  cases,  or  the  result  of 
reasoning  only  ?  " 

*'  Entirely  upon  reasoning ;  and  my  reasons  are,  that  I  con- 
ceive it  would  compel  persons  to  withdraw  their  capital  from  the 
continent  to  this  country,  on  purpose  to  be  able  to  support  their 
own  payments." 

115.  Mr.  Haldimand,  a  director  for  ten  years,  but  at  that  time 
out  by  rotation,  said  to  the  Lords'  Committee ,  p.  40 — 

"Do  you  conceive  that,  by  a  considerable  reduction  on  the 
part  of  the  Bank  of  the  amount  of  its  issues,  the  Bank  would  be 
enabled  to  resume  with  safety  its  payments  in  cash  ? " 

"  Most  decidedly." 

"Are  we  to  understand,  then,  that,  in  your  judgment,  the 
VOL.  n  '  F 
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effbct  of  snch  a  redaction  of  its  issaes  would  be  to  render  the 
exchange  favourable  to  this  country  ?  " 

^'  I  certainly  have  always  considered  the  amount  of  the  issues 
of  the  Bank  of  England  to  act  as  a  powerful  lever  upon  all  our 
foreign  exchanges,  so  as  to  regulate  their  rise  and  fall." 

"I  conceive  the  exchange  to  be  affected  by  the  aggregate 
amount  of  the  issues  of  the  country  bank,  and  Bank  of  England 
paper."  . 

^'Tou  have  stated,  on  a  former  day,  that  you  always  considered 
the  amount  of  issues  of  Bank  notes  to  act  as  a  powerful  lever 
upon  all  foreign  exchanges,  so  as  to  regulate  their  rise  and  ML; 
do  you  apply  this  to  the  price  of  gold  ?  " 

"I  do." 

"  Do  you  ground  this  opinion  upon  reasoning,  or  upon  what 
you  have  observed  to  take  place  ?  " 

^'  I  have  grounded  my  opinion  formerly  upon  reasoning,  and  my 
observation  has  since  justified  that  opinion." 

The  witness  produced  a  report  of  the  Governor  of  the  Bank 
of  France,  detailing  a  commercial  crisis,  and  offering  very  strong 
and  clear  proof  that  an  excess  of  paper  circulation  did  affect  both 
the  exchanges  and  the  price  of  bullion. 

"  It  appearing  from  the  accounts  before  us  that  the  exchanges 
were  very  nearly  par  in  the  month  of  September  last,  and  after- 
wards became  more  unfavourable  than  they  had  been  since  1815, 
to  what  do  you  ascribe  the  great  depression  which  has  taken  place 
since  that  time  ?" 

"  It  would  be  difficult  to  point  out  the  particular  circumstances 
independent  of  the  great  principle  of  the  depreciation  of  our 
paper  currency,  which  affect  our  exchanges  from  time  to  time. 
I  believe  that  the  investmehts  in  foreign  stocks  did  for  a  moment 
produce  part  of  that  fall,  but  I  should  attribute  a  very  small 
part  of  it  to  that  cause,  and  fall  back  upon  my  principle  of  an 
excess  of  currency.  I  most  certainly  believe  that,  had  the  Bank 
at  that  moment  been  paying  its  notes  in  specie,  the  depression 
alluded  to  would  not  have  taken  place.  I  ground  my  opinion 
on  what  I  observe  to  be  passing  between  other  countries  with 
regard  to  their  exchange  operations.  France  has  at  this  minute 
nearly  twenty  millions  sterling  to  pay  to  foreign  powers;  and 
although  three  payments  have  been  already  made,  and  the  whole 
are  to  be  completed  within  27  months,  no  sensible  effect  has 
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been  prodnced  npon  its  exchanges  with  other  eouDtries  equally 

paying  their  notes  in  specie,  sach  as  Holland  and  Hamburg; 

nor  does  it  appear  that  any  inoonyenient  diminntion  has  yet 

taken,  or  is  contemplated  to  take,  place  in  the  metallic  currency 

of  that  oonntiy.    My  opinion  is,  that  a  very  small  portion  of 

this  large  payment  will  be  made  in  specie  or  bnllion.    When  a 

certain  amount  of  the  circulating  medium  has  left  France,  the 

remainder  will  rise  in  value,  and  goods  fall  in  price,  when,  con- 

flequently,  it  will  become  more  adyantageous  to  France  to  remit 

the  remainder  in  its  produce  and  manufactures  from  time  to 

time." 

{Before  Commons^  Committee.) 

**1  look  upon  this  forced  reduction  of  the  issues  of  the  Bank 
of  England  as  necessary  in  order  to  restore  the  rest  of  the  paper 
in  circulation  to  its  ancient  value  in  gold,  and  the  exchanges  to 
par.  I  have  no  hesitation  in  stating  it  to  be  my  decided  opinion, 
that  the  exchanges  would  be  restored  to  par  immediately  the 
Bank  resumed  its  payments.  I  think  the  depressed  state  of  the 
exchanges  arises  entirely  from  the  excessive  issue  of  Bank  of 
England  notes.  I  have  never  heard  of  any  country  not  paying 
its  paper  in  specie  on  demand  where  such  paper  has  not  been 
depredated." 

^^You  are  understood  to  say,  it  is  your  opinion  that  the 
fbreign  exchanges  and  the  price  of  gold  are  principally  affected 
by  the  amount  of  issues  of  paper  currency  ?" 

"  That  is  my  opinion." 

''What  reason  have  you  for  believing  that  the  circulation  for 
the  last  half-year  bore  a  greater  proportion  to  the  supply 
required  for  the  purposes  of  trade  than  the  circulation  of  the 
last  half-year  of  1817?" 

''Because  the  paper  was  more  depreciated  at  one  time  than  at 
the  other ;  or,  in  other  words,  because  the  market  price  of  gold 
was  higher  at  the  former  than  at  the  latter  period." 

"Do  you  consider  the  price  of  gold  to  be  the  chief  criterion  by 
which  to  judge  of  the  excessive  issue  of  Bank  notes  ?  " 

"I  do." 

"  I  happened  to  be  in  Paris  in  October  last,  when  the  Bank  of 
France  reduced  its  issues  upon  discounts  very  considerably  and 
Boddenly.  The  issues  of  the  Bank  of  France  upon  discounts  at 
that  period  were  180  millions  of  francs,  which  was  more  than 

p  2 
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donble  the  highest   amount  that  was  ever  preTionsIj  known.^ 
This  step  on  the  part  of  the  directors  of  the  Bank  of  France  wa^^ 
occasioned   by   the  following  circumstances.     The  metallic  cor — 
rencj  was  leaving  the   country  in   all  directions,  owing,  in  alk 
probability,  to   some   trifling  degree  to  the  over-issue  of  paper,, 
partly  to  some  large  financial  operations  in  Russia,  and  partly  to> 
the  enormous  payments  that  France  had  engaged   to   make  t(^ 
foreign  powers,  which  amounted  to  nearly  20  millions  sterling. 
The  Paris  bankers,  therefore,  anticipating  a  great  demand  for 
bills  upon  all  foreign  countries,  were  remitting  specie  to  meet 
the  drafts  which  they  intended  to  negotiate  to  the  agents  of  all 
those  foreign  powers,  with  a  small  advantage  upon  their  re- 
mittance.   The  sudden  diminution,  however,  of  the  discounts  of 
the  Bank,  caused  the  exchange  to  turn  in  favour  of  France,  and 
immediately  paralyzed  all  these  operations ;  the  metallic  currency 
made  a  retrograde  movement,  and  was  restored  to  Paris  and  to 
those  parts  where  the  greatest  distress  had  been  felt." 

''You  have  stated  that  you  attribute  the  present  high  price  of 
gold  above  the  Mint  price,  and  the  unfavourable  state  of  the 
exchange,  to  the  excessive  issues  of  the  Bank  of  England,  in- 
fluencing thereby  the  general  paper  circulation  of  the  country ; 
have  you  any  other  reason  for  deeming  the  issues  of  the  Bank  of 
England  to  be  excessive,  except  that  indication  which  you  collect 
from  the  price  of  gold  and  the  state  of  the  exchange  ?" 

"  I  never  saw  these  effects  produced  by  any  other  cause  in  any 
country  in  the  world." 

"Is  the  Committee  to  understand  your  opinion  to  be,  that  a 
high  price  of  gold  and  an  unfavourable  state  of  the  exchange 
ought,  in  the  discretion  of  the  Bank  of  England,  to  lead  to  a 
reduction  of  their  issues  until  that  high  price  of  gold  or  un- 
favourable state  of  exchange  is  reduced,  if  not  to  par,  to  that 
price  above  par  which  amounts  to  the  expense  of  transfer  of 
the  precious  metals  from  one  country  to  the  other." 

"  I  am  decidedly  of  that  opinion." 

"Is  the  Committee  to  understand  you  to  be  of  opinion  that 
that  is  the  true  criterion  for  the  Bank  to  look  to,  whether  the 
Bank  be  open  or  shut  ?  " 

"  It  is,  in  my  conception,  the  only  criterion." 

"  I  consider  the  same  doctrine  to  hold  good  in  the  case  of  war 
as  well  as  of  peace." 
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^Yoa  are  of  opinion  that  the  partial  openings  of  the  Bank 
failed  in  effect,  becaose  the  Bank  did  not  simnltaneonsly  contract 
their  pap^  issnesy  and  not  becaose  a  partial  opening  wonld  in 
no  case  ha?e  any  effect  whate?er  ?  " 

^*  In  my  view  of  the  subject,  a  partial  opening  will  always  fail 
nnksB  the  whole  currency  of  the  country  be  previously  reduced 
in  amount,  so  as  to  restore  it  to  the  standard  of  the  metallic  cur- 
rency thus  partially  issued." 

''Of  that  restoration,  yon  are  understood  to  admit  no  other 
test  than  the  favourableness  of  exchange  and  the  reduction  of 
the  price  of  gold  to  the  Mint  price  ?  " 

"  I  know  of  no  other  test." 

"If  we  reduce  the  amount  of  our  paper  circulation  suf- 
ficiently the  precious  metals  would  flow  into  the  country 
from  every  direction — no  Act  of  Parliament  could  stop  the 
current" 

**  I  should  consider  it  a  breach  of  contract  for  the  Oovemment 
of  this  country  to  alter  the  Mint  price  of  gold." 

This  witness  entered  into  numerous  details  in  support  of  his 
opinions,  which  would  be  too  long  to  insert  here. 

116.  Mr.  William  Ward,  a  Bank  director,  a  cambist,  and 
Mediterranean  merchant.    Lords'  Committee,  p,  60 — 

"You  have  stated  that  a  reduction  of  four  millions  in  the 
amount  of  Bank  notes  in  circulation  would  probably  produce 
a  favourable  turn  in  the  exchanges;  do  you  found  such  an 
opinion  upon  reasoning,  or  upon  having  observed,  as  a  cambist, 
that  the  diminution  or  increase  in  the  numerical  amount  of  Bank 
notes  has  usually  produced  corresponding  effects  upon  the  ex- 
changes, and  the  price  of  gold  in  this  country,  since  the  Bank 
restriction  ?  " 

"I  ground  my  opinion  upon  reasoning;  I  do  not  rely  upon 
the  numerical  amount  of  Bank  notes  exclusively." 

•'Can  we  confidently  depend  upon  the  effect  of  a  reduction  of 
Bank  notes  towards  producing  a  favourable  exchange?" 

"  I  would  rely  upon  it  in  an  exchange  transaction  where  my  own 
interest  was  at  stake." 

{To  the  Commons  Committee,  p.  73.) 

"To  what  extent  do  you  conceive  the  rate  of  exchange  and  the 
price  of  gold  are  affected  by  the  issue  of  Bank  notes  ?  " 
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**  I  oonoeive  they  are  affected  to  a  very  considerable  eitent^ 
directly  or  indirectly." 

^^  Supposing  the  other  canses  which  affect  the  exchange  to^ 
operate  eqnally  at  two  different  periods^  do  yon  think  the  prioev 
of  gold,  and  the  rate  of  exchange,  would  be  the  criterion  by^ 
which  you  might  judge  the  adequate  or  excessive  issue  o^ 
Banknotes?"  " 

"Yes,  I  do." 

"  Under  a  system  of  cash  payments,  do  yon  believe  that  th^ 
market  price  of  gold  will  ever  be  permanently  above  the  Mint- 
price,  or  the  rate  of  our  foreign  exchanges  more  below  par  thaik. 
would  amount  to  the  expense  of  the  transmission  of  gold  firouk 
this  country  to  the  Continent  ?  " 

"No;  the  market  price  would  not  exceed  the  Mint  prio^ 
permanently." 

"  Then,  would  the  Bank  ever  have  occasion  to  pay  more  thaa 
the  Mint  price  for  the  gold  they  purchase  ?  " 

"  I  conceive  they  would  not  have  to  pay  more." 

117.  Mr.  Samuel  Thornton,  Bank  director  for  thirty-nine 
years.    Commons^  Gommitteey  p.  85 — 

*^  In  regulating  the  amount  of  their  issues,  by  what  principle 
is  the  conduct  of  the  Bank  of  England  guided  ?  " 

"  I  have  always  considered  it  my  duty  to  consider  the  amount 
of  the  notes  out,  and  what  could  be  the  cause  for  a  call  for  an 
increase.  I  also  felt  it  my  duty  to  look  at  the  state  of  the  foreign 
exchanges,  and  the  price  of  bullion." 

"Have  the  goodness  to  state  your  reason  for  thinking  it 
desirable  to  take  into  the  account  the  rate  of  exchange,  and  the 
price  of  bullion,  in  regulating  the  amount  of  the  issues  ?" 

"It  must  be  obvious  that  if  there  were  an  excess  of  Bank 
notes  beyond  what  was  required  by  the  trade  of  the  country, 
the  price  of  bullion  woidd  thereby  be  raised;  and  I  am 
ready  to  admit  that  it  would  have  the  same  effect  upon  the 
exchanges." 

118.  Mr.  John  Irving,  of  the  firm  of  Reid,  Irving,  and  Co. 
Commons'  Committee^  p.  94 — 

"  Putting  out  of  consideration  the  embarrassment  of  trade, 
which  might  be  occasioned  by  a  limitation  of  the  issues  of  the 
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Bank,  do  yon  think  it  is  in  the  power  of  the  Bank,  by  snch 
imitation,  to  restore  a  &yourable  rate  of  exchange,  and  to 
reduce  the  price  of  gold?** 

^  I  am  of  that  opinion." 

^Ck>nld  snch  flnctnations  take  place  if  we  possessed  a  met- 
allic cnrrency,  as  the  measure  of  onr  exchange  with  foreign 
eonntries?" 

"  Certainly  not.** 

119.  Mr.  Holland,  a  partner  of  Baring,  Brothers,  and  Go^ 
Commons^  Committee,  p.  114 — 

"In  what  degree  do  yon  consider  that  the  foreign  exchanges  are 
iffected  by  the  increase  or  diminntion  of  Bank  of  England 
paper?" 

^'I  certainly  consider  that  the  foreign  exchanges  are  affected  by 
fte  increase  of  Bank  of  England  paper." 

''Do  yon  think  a  considerable  reduction  of  the  amonnt  of 
Bank  of  England  paper  would  have  the  effect  of  restoring  the 
exchange  in  &vonr  of  this  country,  and  of  preventing  any  very 
considerable  depression  ?  " 

"That  is  my  opinion." 

"As  you  consider  there  would  be  no  great  flnctuation  in  the 
price  of  gold,  supposing  the  circulation  of  this  country  to  consist 
of  coin,  or  paper  convertible  into  coin,  to  what  do  you  attribute 
die  present  fluctuations  ?  " 

"The  quantity  of  paper  in  the  market  is  greater  than  the 
market  can  bear.  If  it  is  thought  desirable  to  reduce  the  price 
of  gold  to  £3  17s.  lOJ^,  I  conceive  that  that  can  only  be  done 
bj  a  reduction  of  the  paper." 

"Ton  have  stated  that  action  and  re-action  will  bring  ex- 
changes round,  and  bring  gold  to  its  level ;  if  that  is  the  case, 
in  what  way  can  you  account  for  the  circumstance  that  the  coin 
has,  from  the  beginning  of  his  present  Majesty's  reign,  con- 
stantly found  its  way  out  of  the  country,  and  not  found  any 
re^tion  to  bring  it  back  again  ?" 

"If  the  market  price  of  gold  is  higher  than  the  Mint  price,  it 
is  impossible  to  keep  it  in  the  country." 

"Would  you  not  think  one  of  the  circumstances  that  would 
render  the  exchanges  unfavourable  to  this  country,  and  raise  the 
price  of  gold  above  the  Mint  price,  to  be  an  unfavourable  state 
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of  things  in  this  ooontry,  or,  in  other  words,  a  balance  of  pay- 
ments against  the  coantry  ?  " 

**  No,  I  do  not ;  because  I  should  caU  gold  the  general  leveller 
between  all  commercial  nations,  and  that  it  invariably  brings 
back  the  exchanges  to  their  proper  level,  taking  gold  against  gold, 
88  the  standard  of  value." 

**  If  the  Bank  of  England  paid  in  specie  upon  demand,  do  you 
believe  there  ever  could  exist,  for  any  length  of  time,  a  material 
difference  between  the  Mint  and  the  market  price  of  gold  ?  " 

"  Decidedly  not,  in  my  opinion." 

120.    Mr.  Thomas  Tooke.    Lords'  Committee,  p.  168 — 

^^By  what  means  do  you  think  that  the  exchanges  could  be 
restored,  and  the  price  of  gold  reduced  ?  " 

"By  keeping  down  the  Bank  issues  of  their  notes  to  their 
present  amount,  and  judging,  by  the  course  of  exchange  and  of 
the  bullion  market,  how  far  any  further  reduction  mi^t  be  ne- 
cjessary  to  accomplish  that  object." 

**What  do  you  mean  by  our  circulation  being  at  a  levd  with 
that  of  other  countries  ? " 

•'  When  the  price  of  bullion  and  the  exchanges  combined  are 
at,  or  within  a  trifle  of,  par." 

"Do  you  consider  a  favourable  course  of  exchange  as  an 
indication  that  there  is  not  an  excess  of  paper  issues  ?  " 

"  If  that  state  of  exchange  is  of  any  considerable  duration,  it 
affords  a  presumption  that  the  issue  has  not  been  excessive 
during  that  period,  but  the  only  undeniable  test  is  the  price  of 
gold  being  that  into  which  the  paper  is  convertible." 

"  It  appearing  by  accounts  before  the  Conamittee,  that  from 
the  13th  April,  1804,  to  the  17th  November,  1805,  being  eighteen 
months,  that  the  market  price  of  gold  was  uniformly  £4,  and 
that  during  the  same  period  of  eighteen  months  the  course 
(rf  exchange  was  uniformly  in  our  favour,  are  you  of 
opinion  that  during  that  time  there  was  an  excess  of  paper 
issued  ?  " 

"  Upon  the  whole  I  should  answer  in  the  aflRrmative,  as  I 
have  before  said  that  I  consider  the  price  of  gold  to  be  the  only 
unerring  test,  and  that  the  exchanges,  even  for  moderately  long 
intervals,  afford  only  a  presumption." 

"State  the  ground  upon  which  you  consider    the   price  of 
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bnllion  as  a  sorer  test  of  the  qnestion  of  the  excessive  issue 
of  paper,  than  the  course  of  exchanges  ?  " 

"  Because,  if  the  coin  be  perfect,  and  the  paper  strictly  con- 
vertible into  that  coin,  there  cannot  be  any  inducement  to  any 
individual  (the  Bank  issuing  the  paper  excepted)-  to  give  more 
than  £3  17s.  10^.  per  oz.  for  gold  of  the  same  standard,  while 
the  exchange  may  be  influenced  by  several  circumstances,  within 
the  limits  in  time  in  which,  and  of  expense  at  which,  the  coin 
could  be  brought  fi'om  one  country  to  the  other.  The  exchange 
may,  therefore,  fluctuate,  while  the  price  of  gold  remains 
stationary." 

''Do  yon  mean  by  an  excess  of  paper  issued,  not  an  excess 
above  what  the  demand  of  internal  commerce  may  require,  but 
an  excess  above  that  amount  to  which  you  think  the  paper  should 
be  reduced,  in  order  to  bring  the  market  price  of  gold  down  to 
the  Mint  price?" 

"I  do  not  know  any  criterion  of  the  internal  demand  for  a 
medium  of  circulation,  but  that  amount  which  would  liave  cir- 
culated if  the  currency  had  consisted  of  coin  only,  or  coin  and 
paper  convertible  into  coin." 

121.    Mr.  Ricardo.    Lords'  Committee,  p,  187 — 

''The  Bank  has  always  the  power  to  regulate  the  price  of 
bullion  by  limiting  or  increasing  the  quantity  of  their  notes." 
{Commons*  Committee,  p,  138.) 

"Do  you  conceive  that  the  paper  currency  of  this  country  is 
now  excessive,  and  depreciated  in  comparison  with  gold,  and 
that  the  high  price  of  bullion,  and  low  rate  of  exchange,  are  the 
consequences  as  well  as  the  sign  of  that  depreciation  ?  " 

"Yes,  I  do." 

"  Then,  do  you  consider  the  high  price  of  gold  to  be  a  certain 
sign  of  the  depreciation  of  Bank  notes  ?  " 

"  I  consider  it  to  be  a  certain  sign  of  the  depreciation  of  Bank 
notes,  'because  I  consider  the  standard  of  the  currency  to  be 
bullion,  and,  whether  that  bullion  be  more  or  less  valuable,  the 
paper  ought  to  conform  to  that  value,  and  would  under  the 
system  we  pursued  previously  to  1797." 

"  It  appears  by  the  accounts  already  referred  to,  that  the  price 
of  gold  in  this  country  in  April,  1815,  was  £6  7s.,  and  in  April, 
1816,  £4  Is.,  being  a  difference  of  from  25  to  30  per  cent.,  such 
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price  being  always  measnred  in  onr  paper  cnrrency ;  do  yon 
know  whether^  during  the  same  period,  any  such  variation,  or 
any  variation,  in  the  price  of  gold,  took  place  in  France,  or  in 
any  other  continental  country?" 

'*  It  appears  to  me  that  in  France  there  can  be  no  variation  in 
the  price  of  the  metal,  which  is  the  standard  of  the  currency, 
and,  with  respect  to  the  variations  in  the  other  metal,  which  is 
not  the  standard  of  the  currency,  it  must  at  all  times  be  confined 
to  the  variations  which  take  place  in  the  relative  value  of  the  two 
metals  generally  in  Europe." 

^^  If  then  it  should  appear  that  during  the  period  referred  to 
no  variation  whatever  has  taken  place  in  the  price  of  gold  ia 
Paris,  would  you  infer  irom  that  circumstance  that  the  variation 
in  the  price  of  gold  between  April,  1816,  and  April,  1816,  arose 
from  the  variation  in  the  value  of  paper,  and  not  of  gold  ?  " 

**  Every  fall  in  the  price  of  the  standard  metal  is  immediately 
corrected  in  France,  by  a  reduction  of  the  amount  of  the  ciroula- 
tion ;  if  no  similar  .reduction  takes  place  under  the  same  circum- 
stances in  our  circulation  there  must  necessarily  be  a  redundancy, 
and  an  excess  of  the  market  above  the  Mint  price  of  gold ;  m  A 

SOUND  STATE  OF  THE  CUREENCY  THE  VALUE  OF  GOLD  MAY  VABY 
BUT  ITS  PRICE  CANNOT." 

"The  variation  you  alluded  to  in  your  answer  to  a  former 
question  is  what  you  meant  by  the  depreciation  of  the  paper  in 
your  answer  to  a  question  before  put  to  you  ?  " 

"From  whatever  cause  may  arise  the  diflTerence  in  the  value 
between  paper  and  gold  (and  I  have  enumerated  several),  I  always 
call  the  paper  depreciated  when  the  market  price  exceeds  the 
Mint  price  of  gold." 

•*Do  you  consider  the  diflTerence  between  the  market  and 
Mint  price  of  gold  to  be  the  criterion  of  the  depreciation  of 
Bank  notes?" 

•'Strictly  so." 

"  Do  you  not  consider  that  coin  or  bullion  are  distinguishable 
from  Bank  notes  in  this  important  respect,  that  the  coin  or 
bullion,  being  the  medium  of  universal  exchange,  operates  in  the 
nature  of  a  bill  of  exchange,  whereas  the  Bank  note  does  not 
possess  this  quality ;  must  not,  therefore,  the  value  of  the  coin 
or  bullion  follow  the  rate  of  the  exchange,  whilst  the  Bank  note 
cannot  be  influenced  by  such  an  operation  ? " 
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"Certainly;  a  Bank  note  not  payable  in  specie  is  confined  to 
our  circulation,  and  cannot  make  a  foreign  payment;  a  Bank 
note  payable  in  specie  is  the  same  thing  as  coin  or  bollion." 

^May  not  this  distinguishing  qnality  between  the  Bank  note 
and  the  bullion  explain  the  difference  of  value,  without  its 
following  that  the  Bank  note  is  depreciated  for  any  purpose  of 
measuring  the  value  of  commodities  within  this  country  ?  " 

*^No,I  think  it  cannot;  the  term  depreciation,  I  conceive,  does 
not  mean  a  mere  diminution  in  value,  but  it  means  a  diminished 
rtMve  value  on  a  comparison  with  something  which  is  a 
ikmdard.  And^  therefore,  I  think  it  quite  possible  that  a  Bank 
Bote  may  be  depreciated,  although  it  should  rise  in  value,  if  it 
did  not  rise  in  value  in  a  degree  equal  to  the  standard,  by  which 
only  its  depreciation  is  measured." 

^Yoa  have  stated  an  opinion,  that  tiie  contraction  of  issues  of 
paper  would  at  all  times  restore  the  price  of  gold  to  the  Mint 
pnoe,  and  render  the  exchange  favourable  to  the  country ;  sup- 
poring  the  balance  of  payments  of  the  country  to  be  against  us, 
in  what  manner  would  you  have  them  paid  ?" 

''It appears  to  me  that  a  reduction  in  the  amount  of  currency 
inay  always  restore  the  price  of  bullion  to  the  Mint  price ;  but  I 
have  not  said  that  that  will  always  restore  the  exchange  to 
par.** 

122.  Mr.  Alexander  Baring,  afterwards  Lord  Ashburton. 
i^ds'  Committee,  p.  10— 

''bit  your  opinion  that  the  exchanges  and  the  price  of  gold 
tt«  affected  by  the  increase  or  diminution  of  the  circulation  of 
tie  notes  of  the  Bank  of  England  ?  " 

"I  can  have  no  doubt  of  it  whatever;  I  have  always  consi- 
dered the  price  of  bullion  and  the  rates  of  exchange,  which,  for 
this  purpose,  are  the  same  things,  dependent  on  the  paper 
circolation,  and  liable  to  be  regulated  by  its  contraction  or 
expansion.  I  do  not  mean  to  say  that  the  foreign  exchanges, 
w  the  price  of  bullion,  would  vary  always  in  proportion  to  any 
alteration  in  the  amount  of  the  paper  of  the  Bank  of  England, 
or  even  of  the  paper  of  the  country  at  large,  because  there  are 
^ouB  circumstances  which,  at  different  times,  vary  the  amount 
ofthe  circulating  medium  required  for  the  use  of  every  country ; 
and  sometimes,  for  instance,  twenty-five  millions  of  Bank  paper 
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may  be  too  innch,  when,  at  another  period,  thirty  millions  ma; 
be  too  little.  It  is  the  great  defect  of  a  paper  currency  that  i 
cannot  adapt  itself  to  this  change  of  circumstances." 

"Are  yon  of  o[)iniun  that  the  loans  which  have  been  contractei 
for  in  foreign  St.«beK,  particularly  in  France,  since  the  peace,  havi 
had  an  unfavourable  effect  upon  the  exchanges  of  this  country?' 

"The  circulation  of  the  country  being  in  its  present  state 
payments  abroad,  from  whatever  cause  arising,  must  have  a 
effect  upon  the  exchange." 

"  What  do  you  mean  by  the  present  state  of  the  circulation  c 
the  country  ?  " 

"I  mean  that  if  the  circulation  were  in  its  former  state  c 
payment  in  specie,  that  no  payments  abroad  would  bring  tb 
exchanges  materially  below  their  par;  but  with  a  paper  whic 
has  no  regulator  of  its  value,  it  is  undoubtedly  liable  to  depre 
ciation  by  foreign  payments,  as  has  been  amply  proved  in  th 
course  of  the  last  war." 

"  Were  you  at  Paris  at  the  time  of  the  great  crisis  of  the  Ban! 
of  Paris  ?  " 

"  I  was ;  and  I  believe  the  information  contained  in  the  Go 
vernor's  report  to  the  proprietors  in  January  last,  as  to  the  effec 
of  the  reduction  of  their  issues  upon  foreign  exchanges,  an< 
upon  the  amount  of  buUiou  in  their  vaults,  to  be  correctly  statec 
The  effect  of  the  reduction  in  their  discounts  upon  the  exchanges 
and  upon  their  bullion,  seems  to  me  singularly  applicable  to  th 
present  question.  Their  bullion  was  reduced,  by  imprudent  issuei 
fix)m  117  millions  of  francs  to  84  millions  of  francs,  and  ha 
returned,  by  more  prudent  and  cautious  measures,  to  100  million 
of  francs,  at  which  it  stood  ten  days  ago." 

"  Are  we  to  understand,  then,  that,  in  your  judgment,  consi 
derable  importations  of  grain  in  years  of  unfavourable  harvest 
would  have  an  unfavourable  effect  upon  the  exchange  ?  " 

"I  think  it  would  in  any  country  having  a  circulation  c 
paper,  not  payable  on  demand,  and  where  there  are  no  means  c 
contracting  its  amount,  so  as  to  perform  for  the  circulation  th 
same  office  which  a  sound  circulation  of  specie  would  do  fo 
itself." 

"  Would  it  have  the  same,  or  any,  effect  in  a  country  wher 
the  circulation  was  partly  of  specie  and  partly  of  paper,  convei 
tible  into  specie,  as  before  the  Bank  restriction  ?  " 
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"I  think  that  no  demand,  however  pressing,  and  of  whatever 
nature,  would  make  snch  a  ffdl  in  the  exchanges  as  wonld  exceed 
the  expense  of  the  transport  of  coin,  combined  with  the  risk  of 
the  Tiolation  of  the  law,  so  long  as  a  law  exists  against  exporting 
the  coin.  This  opinion,  founded,  as  it  is,  upon  the  principle  of 
circulation,  is  amplj  confirmed  by  the  uniform  experience  of  this 
country  before  the  restriction  of  cash  payments,  and  of  every  other 
country  with  which  I  have  been  acquainted.  This  principle  has 
been  put,  perhaps,  more  severely  to  the  test  within  the  last  two 
jears  in  France  than  in  any  other  instance.  France  having  had 
a  lai^  payment  to  make  abroad,  beyond  the  apparent  means  of 
her  commerce,  and  without  any  equivalent  return,  and  these 
payments  having  produced  no  derangement  whatever  of  the 
circulation  of  that  country." 

128.  Mr.  John  Ward,  general  merchant,  with  much  experience 
in  money  operations.     Commons^  CommitteSy  p.  239 — 

"Is  it  your  opinion  that  the  rate  of  foreign  exchanges,  and 
Ae  market  price  of  gold,  are  afiected  by  an  increase  or  diminu- 
tion in  the  amount  of  Bank  paper  ?  " 

"Certainly." 

"Do  you  think  it  would  be  in  the  power  of  the  Bank,  by  a 
Junction  in  the  amount  of  their  paper  issues,  to  restore  a 
feTonrable  rate  of  exchange,  and  to  reduce  the  market  price  of 
gold  to  the  Mint  price?" 

"That  is  my  opinion." 

"Are  you  of  opinion  that,  under  the  restriction  of  cash 
payments,  the  excess  of  the  market  price  above  the  Mint  price  of 
gold  is  an  indication  of  the  paper  currency  being  depreciated, 
during  the  restriction  of  cash  payments  ?  " 

"Certainly." 

"  Is  the  amount  of  that  excess  of  the  market  above  the  Mint 
price  of  gold  the  measure  of  that  depreciation  in  your  opinion  ?  " 

"It  is." 

"You  have  stated  that  you  consider  the  paper  of  the  Bank  of 
England  to  have  been  depreciated  by  excessive  issue ;  during 
fcow  long  a  period  do  you  consider  that  depreciation  to  have 
existed  ? " 

"I  cannot  distinctly  state  for  how  long  a  period  unless  I  could 
compare  it  with  the  value  of  gold." 
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"About  how  long?" 

'^So  long  as  the  price  of  gold  bullion  has  been  above  the  Hin 
price." 

124.  The   above  extracts,  which  are  only  a  portion  of  thfl 
evidence   given  by  the  great  majority  of  the  witnesses, 
sufficient   to    shew  the   extraordinary  change  which  had  takers 
place  in  the  opinion  of  the  commercial  world  since  the  Report  o^ 
the  Bullion  Committee,  with  respect  to  the  great  question  of  tho 
connection  between  the  paper  currency,  the  price  of  bullion,  and 
the  foreign  exchanges.      The  old  opinions  had  scarcely  a  voice 
in  their  favour ;  even  Mr.  Harman,  who   had  on  all   previous 
occasions  been  the  stoutest  antagonist  of  the  principles  of  the 
Bullion  Eeport,  was  considerably  shaken  in  his  opinion.     Not- 
withstanding, however,  that  the  governor  and  deputy-governor, 
and   several   other  directors   of  the  Bank,  had  given  in  their 
adherence  to  these  doctrines,  the  majority  of  the    court  still 
persisted  in   the  old  opinions ;  and,  on   the  occasion  of  some 
questions  having  been  sent  for  their  consideration  by  the  Com- 
mittee of  the   House  of   Commons,  took    the    opportunity   of 
recording    publicly    their    disapproval  of   the  doctrines   which 
were    now    in    the    ascendant.      On    the    25th    March    they 
resolved — 

"  That  this  court  cannot  refrain  from  adverting  to  an  opinion, 
strongly  insisted  upon  by  some,  that  the  Bank  had  only  to  reduce 
its  issues  to  obtain  a  favourable  turn  in  the  exchanges,  and  a 
consequent  influx  of  the  precious  metals ;  the  court  conceives  it 
to  be  its  dnty  to  declare  that  it  is  unable  to  discover  any  solid 
foundation  for  such  a  sentiment." 

125.  The  Report  of  the  Lords'  Committee  contented  itself  with 
recording  the  opinions  of  the  different  witnesses  upon  the  great 
question  so  long  agitated,  it  pronounced  no  judgment  of  its 
own  upon  the  soundness  of  the  different  views.  It,  however, 
was  very  decided  in  the  recommendation  to  return  to  the  ancient 
metallic  standard  as  speedily  as  could  be  done,  with  a  due 
regard  to  the  interests  of  commerce.  The  Committee  of  the 
Commons  expressed  their  opinion  that,  when  the  exchanges 
became  unfavourable,  and  the  market  price  of  gold  rose  above 
the  Mint  price,  the  only  mode  in  which  the  Bank  could  have 
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retained  the  coin  in  circalation  was  by  contracting  their  iBsnes. 

And  they  said  that,  however  the  exchanges  might  have   been 

affected  during  the  last  and  preceding  year,  they  had  no  reason 

to  apprehend  the  same  or  any  other  causes  could  continue  to 

affect  them  in  such  a  degree  as  to  preclude  the  Bank  of  England^ 

by  a  constant  reference  to  the  exchanges  and  the  price  of  gold, 

and,  when  necessary,  by  a  cautious  reduction  of  their  paper 

currency,  fr6m   gradually  approximating  its  value    to    that  of 

gold,  and  ultimately  re-establishing  and  maintaining  it  at  par. 

Both    Houses    agreed    in    recommending   that    after    the  1st 

"February,  1820,  the  Bank  should  be  required  to  deliver  gold  of 

standard  fineness  in  quantities  of  not  less  than   60  ounces,  at 

£4  Is.  per  ounce;  that  after  the  1st  October,  1820,  the  rate 

fthoold  be  reduced  to  £3  19s.  6d.;  and  after  the  1st  May,  1821, 

it  should  be  reduced  to  the  Mint  price  of  £3  17s.  lOj^.  per 

oonoe,  that  this  liability  to  pay  in  bullion  should  continue  for 

not  less  than  two,  nor  more  than  three  years,  from  1st  May,  1821, 

when  payments  in  cash  should  be  resumed.    They  also  expressed 

their  opinion  that  the  great  destruction  of  country  bank  paper 

of  1816-17,  had  been  partly  instrumental  in  reducing  the  price  of 

go]d,and  making  the  exchanges  favourable  during  that  period. 

That,  finom  the  numerous  circumstances  affecting  the  value  of 

Bank  of   England   paper — the    varying   state   of   commercial 

credit  and  confidence— tiie  fluctuations  in  the  amount  of  country 

hank  paper,  and  other  reasons,  no  satisfactory  conclusion  could 

he  drawn  from  the  mere  numerical  amount  of  their  issues  at  any 

giren  time. 

126.  The  Report  was  brought  before  the  Lords  on  the  2l8t 
May,  1819,  when  a  petition,  signed  by  about  500  merchants, 
baiters,  and  others,  was  presented  against  it,  on  the  ground 
that  the  extensive  contraction  of  the  Bank's  issues  in  so  short  a 
time,  as  would  be  rendered  necessary  by  it,  would  cause  general 
^barrassment.  The  directors  of  the  Bank  communicated  a 
▼ery  strong  representation,  containing  similar  views,  to  Lord 
Liverpool,  which  was  also  laid  before  the  House.  Lord  Har- 
K)wby,  however,  that  evening,  brought  in  the  ministerial  reso- 
lutions, which  were  framed  in  accordance  with  the  Report,  and 
the  last  of  which  was — "  That  it  was  expedient  to  repeal  all 
hkWB  prohibiting  the  melting  or  exportation  of  the  gold  or  silver 
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coin  of  the  realm."  Lord  Lauderdale  moved  a  series  of  resolutions 
in  opposition,  the  principal  of  which  was  that  the  Mint  price  of 
gold  should  be  altered  to  correspond  with  the  market  price. 

127.  The  resolutions  were  moved  in  the  Lords  by  Lord 
Liverpool,  in  a  speech  of  singular  clearness  and  ability.  Every 
word  that  he  uttered  told  with  crushing  effect  upon  the  course 
of  the  Government  in  1810.  He  was  an  entire  convert  to  the 
principles  of  the  Bullion  Report,  in  their  fullest  extent.  He 
said  that  the  three  chief  points  in  question  were,  whether — 1.  It 
was  expedient  to  return  to  some  fixed  standard  of  value.  2. 
Whether  that  standard  should  be  the  ancient  one.  8.  By  what 
means  it  could  be  done.  That  the  first  point  was  the  most 
important,  because  it  would  be  found  that  all  the  opposition  to 
the  measure  was  simply  a  disguised  hostility  to  return  to  cash 
payments  at  all.  Many  considered  that  there  should  be  no 
standard  of  value;  but  what  civilised  country  had  ever  acted 
upon  this  principle  since  the  world  began  ?  In  former  times  the 
most  disgraceful  measures  had  been  resorted  to,  to  depreciate 
the  standard,  but  even  that  was  not  so  bad  as  having  no 
standard.  No  country  in  the  world  had  ever  established  a  cur- 
rency without  a  fixed  standard  of  value;  it  might  be  gold, 
silver,  copper,  or  even  iron,  but  it  must  be  something  which  had 
a  real  value ;  it  could  not  be  paper,  which  had  no  real  value,  but 
is  only  a  promise  of  value,  and  England,  the  first  country  for 
commerce  and  knowledge  of  political  economy,  should  not  be 
the  first  to  confer  on  any  body  of  men,  however  pure  their 
motives  and  conduct,  the  power  of  making  money  according  to 
the  suggestions  of  their  own  interests.  Policy,  good  faith,  and 
common  honesty  called  on  them  to  return  to  the  ancient  standard. 
No  doubt  some  of  the  public  debts  were  contracted  in  a  de- 
preciated currency,  but  yet  the  contract  was  to  pay  according  to 
the  ancient  standard,  and  they  must  adhere  to  that  if  they  meant 
to  act  honestly.  He  ridiculed  the  idea  of  the  danger  or  difficulty 
of  doing  so.  In  1816  gold  fell  to  the  Mint  price,  and,  when  it 
was  quoted  at  £3  18s.  6d.  in  the  public  lists,  it  might,  in  feet, 
have  been  bought  cheaper,  only  the  Bank  determined  to  be  the 
only  purchaser,  and  gave  that  price.  Since  then  it  had  risen 
to  6^  per  cent,  above  the  Mint  price,  but  at  the  time  he  was 
speaking  it  was  only  3  per  cent,  above  the  standard  price.    A  noble 
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5arl  had  donbted  whether  it  was  in  the  Bank's  power  to  bring 

^Id  to  the  Mint  price  bj  contracting  its  issues.    The  question 

YS&,  no  donbty  somewhat  obscure,  but  the  Keport  would  shew 

^at  there  was  not  a  single  practical  man,  even  among  those 

noBt  hostile  to  the  intended  measure,  who  did  not  admit  that  a 

contraction  of  the  Bank's  issues  must  necessarily  have  the  effect 

>f  rendering  the  exchange  favourable  to  this  country,  and  of 

lowering  the  price  of  bullion.     He  himself  entertained  no  doubt 

upon  the  point     The  plan  proposed  by  the  resolutions,  gave 

ample    time  for  the  Bank  to  make  all  necessary  preparations 

inthout  injury  to  the  commercial   interests  by  too  sudden  a 

contraction.      The  subject  of  the  quantity  of  the   circulating 

medium  Unnecessary  for  conmiercial  transactions  was  one  of  the 

greatest  importance ;  it  was  one,  however,  in  which  it  was  im- 

poBsible  to  fix  any  nice  proportion,  and,  in  his  opinion,  the  only 

CRITERION  OF  A  CIRCULATION  BEING  SUFFICIENT  OR  EXCESSIVE 
WAS  TO  BE  FOUND  SOLELY  IN  ITS  VALUE  WHEN  COMPARED  WITH 

THE  PRECIOUS  METALS.  The  real  value  of  paper  could  only  be 
anertained  by  its  convertibility  into  specie.  If  that  test  was 
adopted  it  made  httle  difference  what  the  circulating  medium 
was  composed  of.  In  Lancashire  it  chiefly  consisted  of  bills  of 
exchange,  which  was  found  to  succeed  perfectly  in  that  county. 
If  any  country  or  district  was  possessed  of  real  and  substantial 
irealth,  it  would  soon  find  a  circulating  medium  for  itself.  The 
meaaores  proposed,  in  his  opinion,  would  lead  to  no  inconvenience ; 
if  any  could  have  arisen,  they  had  been  incurred  already,  and 
if  Parliament  would  steadily  adhere  to  the  course  recommended, 
tkej  would  see  the  ancient  standard  restored  without  material 
distress  to  any  one. 

128.  Lord  Lauderdale  made  some  severe  remarks  upon  the 
strong  speech  made  by  Lord  Liverpool  in  favour  of  the  very 
doctrines  he  had  been  twelve  years  in  controverting.  Lord  King 
heartily  approved  of  the  resolutions,  and  especially  that  the  time 
was  filed  by  Parliament,  when  the  Bank  should  resume  cash 
payments,  as  the  public  would  now  have  a  security  beyond  the 
discretion  of  the  Bank  directors.  The  numerical  amount  of 
Bank  notes  could  be  no  guidance  for  the  amount  of  issues.  The 
only  mle  which  could  be  given  for  their  regulation  was  to  keep 
gold  at  the  Mint  price.  This  was  the  only  check  on  the  vicious 
VOL.  n.  Q 
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practice  which  22  years'  nsage  had  accnstomed  some  to  connde^a 
as  the  natnral  state  of  the  correncj  of  the  oonntry. 

129.  Lord  Orenyille  spoke  with  great  earnestness  in  faTOUC 
of  the  resolatioDS,  and  his  sentiments  deserve  most  particiila:.^ 
attention,  because  he  was  one  of  the  Cabinet  who  originalljy 
proposed  the  Restriction  Act  He  now,  howerer,  came  forwanc? 
to  repeat,  in  the  most  emphatic  terms,  what  he  had  alreadj- 
avowed,  that  he  considered  the  restriction  as  one  of  the  greatesl 
calamities  nnder  which  this  saffering  conntry  laboured.  He  hacf 
frequently  had  occasion  to  lament  and  deplore  the  part  whidi  he 
had  himself  taken  on  its  original  proposition,  in  prolonging  it 
for  the  term  of  the  then  existing  war.  Having  avowed  his  error 
in  so  doing,  as  became  an  honest  man,  at  the  commencement  oi 
the  last  war,  and  having  foreseen,  but  too  truly,  all  the  misery 
that  followed,  he  felt  great  joy  that  the  country  could  now  lock 
foni'ard  with  certainty  to  tiie  repeal  of  that  injudidons  and 
unfortunate  measure.  There  was  no  difference  in  principle 
between  the  excessive  issues  of  the  Bank  of  England  and  those 
of  Austria,  Prussia,  and  Russia.  He  was  most  anxious  to  place 
on  record  his  opinion,  that  the  evils  of  the  restriction  had  for 
counterbalanced  its  good,  and  that  future  statesmen  might  know 
that  the  opinion  that  this  measure  had  saved  the  country  was 
not  unanimous.  He  hoped  it  would  be  recorded  of  him,  as  his 
decided  conviction,  that  in  proportion  to  the  danger  under  which 
the  country  laboured,  was  the  impolicy  and  desperate  madness 
of  such  a  measure  as  they  were  now  considering  how  to  rescind. 
Whatever  temporary  advantages  might  be  furnished  to  indi- 
viduals from  too  liberal  issues,  those  very  individuals  generally 
suffered  tenfold  injury.  While  the  Bank  was  lending  money 
with  one  hand,  with  the  other  it  was  shaking  the  foundation  of 
contracts,  affecting  all  prices,  involving  the  country  in  distress, 
and  individuals  in  ruin  ten  times  greater  than  any  benefits  they 
could  derive  from  liberal  issues.  Increased  bankruptcies 
invariably  followed  increased  issues.  The  miseries  of  1816  were 
the  sure  consequences  of  the  extravagant  issues  of  the  pre- 
ceding year;  the  country  bank  paper,  which  was  not  propped 
up  by  law  like  Bank  paper,  was  fearftdly  depreciated  and  had 
involved  the  whole  kingdom  in  general  desolation.  Trade, 
commerce,  agriculture,  the   classes  even  most  remote  frtmi  any 
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connection  with   the  paper  system^  fonnd  themselves  suddenly 
consigned  to  total  and  inexplicable  ruin.    The  sight  of  the  misery 
thus  caused  would  fill  them  with  horror.    In  commerce,  as  in 
war,  there  could  be  but  one  sure  basis  of  management,  and  that 
was  a  currency  regulated  by  a  standard  of  metallic  value.    Not 
that  metal  was  necessary  as  metal,  but    as    possessing  vahie. 
It  was  impossible  to  represent   value  except  by  value.      For 
this    reason,  all    civilised    countries    had    adopted    a  metallic 
Btandard.     The  original  names  of  the  divisious  of  money  in 
all  known  languages  referred    to    the    weight    of   the    metal. 
It  was    so  among    the    Hebrews,  the    Greeks,   the    Romans, 
the  French,  the  English,     The  pound  in  England,  and  the 
livre  in  France,  were  originally  a  pound  weight  of  metal.    The 
weight  of  the  metal  had  been  diminished  in  each  country  in  the 
coing  at  different  periods,  but  each  case  of  such  reduction  was  a 
fraud  upon  the  people,  and  it  had  always  been  done  in  times  of 
diacontent  and  turbulence.    It  was  attempted  to  be  done  in  the 
days  of  Edward  VI.,  but  the  advisers  of  the  measure  were  com- 
pelled to  retrace  their  steps  through  fear  of  an  insurrection.    It 
was  time,  therefore,  to  return  to  a  fixed  measure,  and  to  put  an 
end  to  a  system  of  variable  value,  when  every  one's  property 
wag  at  the  mercy  of  a  body  of  individuals.      We  must  have  a 
CMrenqr  established  on   public    faith — on  public    laws.      The 
depreciation  of  the  paper  currency  had  been  nearly  one  third, 
•nd  every  one  who  held  it  had  lost  to  that  amount.     There  was 
no  disposition  now  in  any  class  to  deny  this.    The  Directors  of 
the  Bank  of  England  alone  refused  to  admit  the  principles  of 
fte  fiallion   Report — so  wisely  and  irrefragably  established  by 
ttat  great  man,  the  late  Mr.  Horner — a  report,  which  could  not 
k  read  without  instruction  and  admiration,  for  the  depth  and 
iwmdnesB  of   its    doctrines,   and  bitter  regret  for  the  prema- 
ture loss  of  a  statesman  who  was  so  well  calculated  to  serve  and 
riom  his  country.    If  the  Directors  would  only  now  believe  in 
the  finllion  Report,  there  might  be  some  hope  of  them,  but  as 
thej  did  not,  they  were  the  last  persons  who  should  be  left  to 
DUffiage  the  currency  at  their  own  discretion.    He  did  not  believe 
^  any  calculations  as  to  the  quantity  of  circulating  medium 
neoeasary.     It  was  now  time  that  the  connection  between   the 
Government  and  the  Bank  of  England  should  be  dissolved.     It 
^v  in  direct  violation  of  the  principles  upon  which  the  Bank 
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was  founded.  They  must  revert  to  the  legitimate  standard  of 
this  country,  in  respect  to  its  currency.  It  was  not  the  value  of 
that  currency,  but  the  value  of  the  metal  by  which  it  was  rega- 
lated,  as  paper  was  regulated  by  the  price  of  bullioa.  In  the 
Bullion  Report,  which,  hereafter,  he  did  not  doubt,  would  form 
A  STANDARD,  CONSTAKT  AND  UNERRXNO,  in  the  political  ooonomy 
of  this  country,  of  whose  extraordinary  merit .  he  was  not  aware 
until  lately,  this  subject  was  clearly  defined.  He  gave  his  entire, 
unlimited,  and  unqualified  approbation  to  the  ministerial  reso- 
lutions. 

180.  Such  are  short  outlines  of  the  speeches  of  Lord  Liver- 
pool and  Lord  Grenville  upon  this  momentous  question,  which 
well  deserve  to  be  studied  at  length  in  the  present  time,  when 
many  of  the  heresies  and  fallacies  they  combated  so  strongly 
and  convincingly,  seem  springing  up  again  in  the  public  mind. 
The  resolutions  were  then  put  and  agreed  to  without  a  division. 

181.  The  resolutions  in  the  Commons  were  introduced  by  Mr. 
Peel,  on  the  24  th  May,  who  freely  owned  that,  in  consequence  of 
the  evidence  he  had  heard,  and  the  discussions  upon  it,  his 
opinions  had  undergone  a  material  change.  He  acknowledged, 
without  shame  or  remorse,  that  his  opinions  were  very  diflferent 
now  to  what  they  were  when  he  voted  against  Mr.  Homer's 
resolution  in  1811.  Having  determined  to  dismiss  from  his 
mind  all  former  impressions,  and  the  memory  of  the  vote  he 
bad  formerly  given,  and  to  give  the  question  his  unprejudiced 
and  undivided  attention,  he  had  now  come  to  the  conclusion  that 
Mr.  Horner's  resolutions  represented  the  true  nature  and  laws  of 
our  monetary  system.  Every  sound  writer  agreed  that  the  true 
standard  of  value  consisted  of  a  definite  quantity  of  gold  bullion, 
a  certain  weight  of  which,  with  an  impression  on  it  denoting  it  to 
be  of  that  certain  weight  and  fineness,  constituted  the  only  true, 
intelligible,  and  adequate  standard  of  value.  No  doubt  the  Bank 
was  perfectly  solvent,  but  did  it  follow  from  that  there  could  be 
no  over- issue  of  its  paper?  If  solvency  alone  was  a  sufficient 
proof  that  there  was  no  excess  of  circulation,  the  theory  of  Mr. 
Law  was  just,  and  the  land,  as  well  as  the  funds,  might  be  safely 
converted  into  a  circulating  medium.  There  was,  in  fact,  no  test 
of  excess  or  deficiency,  but  a  comparison  with  the  price  of  gold. 


DEBATE  IN  THE   COBCMONS.  85 

Ab  the  Bank  had  80  entirely  repudiated  the  principles  of  the 
Bullion  Beport,  they  oonld  not  be  expected  to  act  npon  them ;  it 
mighty  th^«fore,  appear  necessary  to  prescribe  snch  a  limitation 
of  their  issues  as  would  secure  the  power  of  the  Qank  over  the 
foreign  exchanges.  He  himself  thought  this  a  very  unwise  plan 
because  it  depended  so  much  on  circumstances,  whether  or  not 
there  was  an  excess  of  circulation.  There  were  occasions  whe)i 
what  was  called  a  run  on  the  Bank  might  he  arrested  in  its 
injurious  consequences  hy  an  increase  of  its  issttes.  There  were 
other  occasions  when  such  a  state  of  things  demanded  a  curtail- 
ment. In  the  year  1797,  when  a  run  was  made  on  the  Bank, 
but  when  the  exchanges  were  fayourable,  and  the  price  of  gold 
had  not  risen,  it  was  proved  that  an  extension  of  issues  might, 
by  restoring  confidence,  have  rendered  the  original  restriction 
unnecessary.  On  the  other  hand,  if  the  run  was  the  effect  of 
unfftvourable  exchanges  and  the  consequent  rise  in  the  price  of 
gold,  the  alarm  must  be  met  by  a  reduction  of  the  issues.  // 
was,  ffiereforSy  impossible  to  prescribe  any  specific  limitation  of 
issues  to  be  brought  into  operation  at  any  period,  however 
remote.  The  quantity  of  circulation  which  was  demanded  in  a 
time  of  confidence,  varied  so  materially  from  the  amount  which 
a  period  of  despondency  required,  that  it  was  an  absolute  inh- 
possibility  to  fix  any  circumscribed  amount.  He  said  that  the 
time  was  come  when  the  connectipn  that  existed  between  the 
Government  and  the  Bank  must  be  dissolved,  and  it  must  revert 
to  its  original  principle  of  business.  The  obstinate  opinions  of 
the  Directors  of  the  Bank,  shewed  that  they  were  unfit  to  be 
trnsted  with  the  management  of  the  pecuniary  interests  of  the 
British  community.  The  House  must  resume  its  powers  which 
it  had  abdicated  too  long.  There  could  be  no  inconvenience  in 
oompelling  the  Bank  to  pay  in  specie  at  the  Mint  price.  They 
had  done  so  from  1776  to  1797,  and  the  price  of  gold  never  rose 
above  £3  17s.  6d.  But  it  was  said  that  it  had  since  risen  to 
£5  2s.,  and  that  the  standard  was  variable.  The  fact  was,  we 
had  since  then  introduced  a  substitute  for  gold,  and  its  price 
was  considered  in  relation  to  that  substitute.  Let  not  the  House 
he  led  away  by  any  calculation  to  mistake  the  price  for  the 
YALUE.  When  people  talked  of  gold  rising  in  pripe,  were  they 
prepared  to  shew  that  it  had  risen  in  intrinsic  vahief  Let 
them  not  talk  of  its  price  in  paper,  but  in  any  other  commodity 
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of  a  real  and  fixed  value.  So  far  from  gold  having  risen  in  Talue, 
since*  the  last  fifty  years,  it  had  actually  &llen  in  valne,  partly 
from  the  greater  abundance  of  the  metal  itself,  and  partly  from 
the  substitutes  that  were  used  for  it.  A  very  prevalent  iheorj 
was,  that  instead  of  regulating  paper  by  the  value  of  gold — gold  . 
should  be  regulated  by  the  value  of  paper.  This  was  notMng 
less  than  a  fraud  upon  the  public  creditor.  It  was  vain  to  tiiinkz: 
that  foreign  nations  could  be  imposed  upon  by  such  a  deception. 
The  only  result  would  be,  that  after  the  public  creditor  bad 
been  cheated,  the  coin  would  be  debased.  The  only  course  was, 
to  revert  to  the  ancient  standard  of  the  realm,  and  to  beware 
of  arguments,  which  were  not  only  fraudulent,  but  would 
not  accomplish  their  own  objects,  while  they  would  aggra- 
vate present  difficulties.  Every  deviation  fh)m  the  ancient* 
practice  would  be  quoted  as  a  precedent  for  a  more  extended 
departure  from  that  practice.  Under  future  difficulties  the 
conduct  of  their  ancestors  would  be  panegyrised  by  the  advo- 
cates of  the  suspension  of  cash  payments,  and  conclude  because 
the  price  of  gold  had  risen  still  further  in  its  relation  to  paper, 
that  the  principle  by  analogy  ought  to  be  extended.  The 
restoration  of  the  value  of  our  currency  had  always  been  a 
striking  political  feature  in  the  history  of  the  country,  and  an 
object  of  the  most  earnest  solicitude  of  our  most  distinguished 
statesmen.  Three  periods  were  especially  memorable  for  great 
reforms  in  the  coinage — in  the  reigns  of  Edward  I.,  Queen 
Elizabeth,  .and  William  III.  These  periods  must  ever  be  re- 
garded with  pride  and  satisfaction.  They  were  of  much 
greater  difficulty  than  the  present.  On  Queen  Elizabeth's 
accession,  the  coin  was  reduced  to  :J^  of  its  nominal  value. 
Under  Burleigh's  advice  she  resolved  to  restore  the  value. 
Plenty  of  persons  dissuaded  her  from  that  idea,  alleging  the 
difficulties  of  the  attempt.  But  Burleigh  maintained  that  those 
very  difficulties  should  constitute  the  motives  for  perseverance, 
as  they  must  raise  and  establish  the  character  of  the  country, 
and  inspire  its  enemies  with  respect.  The  Queen  had  nobly 
persevered,  and  in  her  monumental  inscription,  above  all  her 
titles  to  distinction,  this  one  shone  preeminent  **Moneta  in 
JUSTUM  VALOREM  REDUCfA."  He  then  detailed  the  restoration  of 
the  coinage  by  William  III.  The  arguments  against  it  in  those 
times  were  identical  with  those  used  against  it  at  the  present 
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time.      However,  fortnnatelj,  the  firmness  of  King   William 
and  Mr.  Montague  trimnphed  over  prejudices  in  theory,  mis- 
conceptions in  reasoning,  and  the  greatest  financial  and  political 
difSculties.     The  idea  that  this  country  owed  its   glory  and 
military  honours  to  an  inconvertible  paper  currency  was  ridi. 
culons;  we  had  abundance  of  prosperity  and    military    glory 
before  1797,  before  we  were  blessed  with  an  inconvertible  paper 
currency.    The  true  reason  of  her  difference  from  other  States 
was  that  she  always  kept  her  faith  inviolate.    It  was  this  that 
cheered  the  country  under  all  dangers,  and  caused  her  to  exult 
in  victory.    It  was  t^is  feeling  that  carried  the  country  through 
the  dismal  voyage  she  had  just  accomplished,  and  now  that  they 
had  reached  the  other  shore  in  safety,  let  them  not  abandon 
the  great  principle  which  had  supported  them.    Every  considera- 
tion of  policy,  good  faith,  and  justice,  called  upon    them    to 
lestore  die  ancient  and   permanent   standard  of  value.      He 
allowed   that   he   had    once    entertained   views  different  from 
those  he  now  held,  but  he  had  given  his  mind  candidly  to  a 
re-investigation  of  the  whole  subject,  and  he  felt  himself  bound 
to  state  honestly,  that  he  was  now  a  convert  to  the  doctrines 
regarding  our  currency  he  had  once  opposed. 

132.    The  debate  that  followed  was  chiefly  composed  of  a 
strain  of  congratulation  and  rejoicing  at  the  course  adopted  by 
the  Government,  and  approval  of  the  resolution.    Mr.  Tiemey 
was  averse  to  compliment  Mr.  Peel  too  much,  as  he  was  thereby 
only  complimenting  the  opinions  he  himself  and  his  friends  had 
been  advocating  for  many  years.    But,  nevertheless,  it  was  a 
flooroe  of  sincere  pleasure  to  him  to  see  the  maxims  he  had  so 
long  been  contending  for  adopted  as  true  policy  by  the  House, 
especially  as  such  ample  justice  had  been  done  to  them   by 
Mr.  Peel,  who  now  avowed  them  for  the  first  time.    Mr.  Ricardo 
said  that,  when  the  directors  of  the  Bank  were  called  individually 
before  the  Committee,  they  fully  admitted  that  the  price  of  gold 
and  the  foreign  exchanges  were  affected  by  the  amount  of  their 
isKues,  but,  when  collected  as  a  court  they  resolved  in  direct 
opposition  to  such  opinions.      When  they  avowed  such  incon- 
sistent opinions,  and  after  the  experience  the  House  had  had  of 
their  conduct,  it  would  be  the  highest  indiscretion  in  Parliament 
not  to  take  the  preparations  for  the  resumption  of  cash  payments 
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oat  of  their  hands.    Mr.  Alderman  Hejgate  w^s  ahnost  left  alon»  ^ 
to  adhere  to  the  opinions  of  Parliament  in  1811 ;  he  maintained  1 
no  depreciation  of  the  paper  did  exist  at  that  time,  or  eyer  con 
exist.      Howeyer,  the  current  of  opinion  was  so  strong    an    ...( 
nnanimoasy  that,  though  some    unimportant  amendments  wei     m 
brought  forward,  modifying  some  details  in  the  resolutions,  biK^tf 
not  at  all  denying  their  general  truth,  these  were  all  withdrawix, 
and  the  resolutions  were    passed  without  a  dissentient  yoioe. 
Mr.  Canning  declared,  amidst  loud  and  general  cheering,  that  it 
was  the  unanimous  determination  of  Parliament  that  the  countij 
should  return  as  soon   as  possible  to  the  ancient  standard  of 
yalue,  in  the  establishment  of  a  metallic  currency.     The  bill 
passed  the  Commons  with  little  further  remark. 

183.  In  the  House  of  Lords  the  Marquis  of  Lansdowne 
rejoiced  at  the  introduction  of  the  Bill,  on  account  of  the  sound 
principles  of  political  economy  it  contained,  by  recognising  a 
metallic  standard  as  the  only  safe  foundation  for  the  circulating 
medium.  It  recognised  the  great  principles,  that  the  price  of 
gold  and  the  foreign  exchanges  depended  upon  the  state  of  the 
currency.  He  hoped  the  country  never  again  would  hear  the 
wild  theories  about  the  currency,  which  had  been  so  prevalent, 
which  were  very  properly  stigmatised  by  the  bill  before  them, 
every  enactment  of  which  declared  their  falsehood.  By  acting 
on  those  ruinous  ideas,  the  country  had  been  burdened  with  an 
overwhelming  mass  of  debt  and  taxation.  The  Earl  of  Liverpool 
said  the  bill  had  met  with  no  opposition,  and  required  no  defence. 
The  chief  provisions  of  this  Act,  Statute  1819,  c.  49,  were — 

1.  "The  Acts  then  in  force  for  restraining  cash  payments 
should  be  continued  till  the  1st  May,  1828,  when  they  were 
finally  to  cease." 

2.  "That,  on  and  afler  the  Ist  February,  and  before  the  1st 
October,  1820,  the  Bank  of  England  should  be  bound,  on  any 
person  presenting  an  amount  of  their  notes,  not  less  than  of  the 
value  or  price  of  60  ounces,  to  pay  them  on  demand  at  the  rate 
of  £4  Is.  per  ounce,  in  standard  gold  bullion,  stamped  and 
assayed  at  the  Mint." 

8.  "That  between  the  1st  October,  1820,  and  the  1st  May, 
1821,  it  should  pay  in  a  similar  manner  in  gold  bullion  at  the 
rate  of  £3  198.  6d.  per  ounce." 
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I.  ''That  between  the  Ist  May,  1821,  and  Ist  If  ay,  1828,  the 
je  of  the  gold  bullion  should  be  £3  178.  10^.  per  ounce.*' 

5.  ^  During  the  first  period  above  mentioned,  it  might  pay  in 
>ld  bullion,  at  any  rate,  less  than  £4  Is.,  and  not  less  than 
^3  198.  6d.  per  ounce ;  in  the  second  period,  at  any  rate,  less 
han  £3  19s.  6d.,  and  not  less  than  £3  17s.  10^.,  upon  giyiog 
three  days'  notice  in  the  '  Gazette,'  and  specifying  t^e  rate  :  but, 
after  doing  so,  they  were  not  to  raise  it  again." 

6.  *'  These  payments  were  to  be  made  in  bars  or  ingots  of  the 
weight  of  60  oz.  each,  and  the  Bank  might  pay  any  fractional 
Sam  less  than  40s.  above  that  in  the  legal  silver  coin." 

7.  ''The  trade  in  gold  bullion  and  coin  was  declared  entirely 
free  and  unrestrained." 

134.  In  conjunction  with  this  Act,  a  most  salutary  measure 
¥88  passed  (Statute  1819,  c.  76),  to  put  a  stop  to  the  evil  which 
the  Bank  directors  themselves  alleged  had  brought  about  the 
catastrophe  of  1797,  viz.,  the  enormous  sums  the  Government 
had  been  in  the  habit  of  demanding  from  the  Bank  by  way  of 
adranoes,  without  any  parliamentary  security,  which  Mr.  Pitt 
had  80  grossly  abused.  By  this  Act,  the  Bank  was  forbidden  to 
Bake  any  advances  of  any  description,  without  the  express  and 
^tinct  authority  of  Parliament  for  that  purpose  first  had  and 
obtained. 

1S5.  Thus,  at  length,  this  great  act  of  national  good  faith 
waa  accomplished.  The  final  triumph  of  these  great  principles  of 
tmth  and  honesty  is  a  memorable  example  of  the  innate  power 
of  tntii  to  gain  tiie  ultimate  victory  when  allowed  the  inestimable 
•dvantage  of  firee  discussion.  No  one  of  ordinary  intelligence 
win  now  venture  to  deny  that  the  currency  was  greatly  depre- 
ciated at  the  time  the  Bullion  Committee  were  appointed,  and  if 
the  coin  had  been  degraded  to  the  value  of  the  paper,  it  would 
limply  have  been  a  national  bankruptcy.  An  amazing  amount  of 
ingenioQs  sophistry  was  employed,  no  doubt  much  of  it  proceed- 
ing from  honest  though  mistaken  conviction,  a  still  larger  portion 
Off  it  arising  from  the  supposed  interests  of  commerce,  to  main- 
tain that  Bank  notes  were  not  depreciated.  The  real  truth, 
however,  was  discovered  by  Mr.  Thornton  and  Lord  King,  and 
publiahed  by  them,  in  the  pamphlets  alluded  to  above.    It  was 
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unhesitatingly  adopted  by  the  greatest  statesmen  of  that  day,  as 
appears  by  the  £eport  of  the  Committee  of  1804 ;  it  was  then 
pronounced  more  loudly  and  distinctly,  and  with  greater  autho- 
rity by  the  Bullion  Committee  in  1810,  but  it  was  ridiculed  and 
condemned  by  the  great  majority  of  the  commercial  world, 
whose  wild  speculations  it  had  a  tendency  to  curb,  and  rejected 
by  an  immense  majority  in  Parliament  in  1811.  But  the  labour 
was  not  wasted  in  vain.  The  seeds  of  truth  were  firmly  planted 
in  the  public  mind ;  the  doctrines,  thus  despised  and  rejected  in 
1811,  were  sifbed  and  discussed  by  the  public  during  the  next 
eight  years,  and  when  the  next  discussion  upon  them  took  place 
in  1819,  they  had  obtained  the  irresistible  ascendancy  in  the 
public  mind,  so  that  they  were  enthusiastically  adopted  by 
Parliament  without  a  dissentient  voice. 

136.  The  overwhelming  preponderance  of  mercantile  opinion 
in  1819  adhered  to  the  doctrines  of  the  Bullion  Report  One 
body  alone  obstinately  refused  to  be  convinced — ^the  majority  of 
the  court  of  directors  of  the  Bank  of  England.  Six  of  tiieir 
directors  had  given  their  evidence  in  favour  of  the  new 
doctrines ;  but  the  court  determined,  with  inveterate  pertinacity, 
to  have  a  last  fling  at  them,  and  passed  the  resolution  we  have 
already  quoted.  It  took  eight  years  longer  for  the  light  to 
penetrate  the  Bank  parlour.  At  length,  in  1827,  the  Bank  was 
at  last  compelled  to  strike  its  colours,  and  the  resolution  of 
1819  was  solemnly  expunged  from  its  books. 

137.  When,  as  we  have  already  seen,  the  doctrine  of  the  rise 
of  the  market  price  of  bullion,  and  the  fall  of  the  foreign 
exchanges  from  a  depreciated  currency,  were  so  well  understood 
by  the  merchants  and  statesmen  of  1696-7,  and  the  political 
economists  of  the  last  century,  it  may  be  interesting  to  inquire 
what  was  the  fallacy  that  so  long  imposed  upon  men  of  undoubted 
ability,  and  who  doubtless  held  their  convictions  in  perfect  good 
faith  and  honesty  ?  What  was  the  cause  of  the  great  degeneracy 
in  sound  doctrine  between  1696  and  1811,  so  that  it  became 
necessary  to  argue  the  question  from  its  very  foundations?  It 
was  this,  that  the  men  of  1696  could  see  that  the  coinage  did 
not  contain  much  more  than  half  of  its  proper  weight  of 
bullion.    But  the  men  of  1811  failed  to  see  that  the  Bank  note 
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cotdd  only  preserve  its  value  by  maintaiiiing  a  certain  proportion 

^th  the  metallic  currency.    That  an  excess  of  quantity  of  the 

notes    diminished    their    value    relatively    to    gold;    and    this 

diminution  in  the  value  of  the  promise  compared  to  what  it 

professed  to  represent,  was  exactly  identical  in  principle  with  a 

debasement  of  the  coinage  by  alloy,  or  a  depreciation  of  it  from 

deficiency  in  weight  of  bullion.    When  the  Bank  note  became 

the  measure  of  value,  it  was  imperatively  necessary  that  they 

Bhoold  be  able  to  purchase  in  the  market  the  weight  of  bullion 

tbej  professed  to  represent.    When  bullion  rose  to  £5  10s.  when 

paid  in  Bank  notes,  they  were  exactly  in  the  same  predicament 

as  the  coinage  was  under  William  III.,  when  it  had  lost  25  per 

cent  of  its  weight.      The  diminution  in  the  weight  of   the 

ooioage  was  palpable  to  the  senses,  the  diminution  of  the  value 

of  the  ''promises  to  pay "   was  only  perceptible  to  the  eye  of 

reaaonand  intelligence,  and  long  escaped  the  observation  of  men 

who  conscientiously  disbelieved  it. 

188.  We  will  now  bring  this  long  but  important  discussion 
to  a  dose,  by  observing  that  the  grand  principles  of  the  Bullion 
feport  are  not  what  are  properly  termed  matters  of  Opinion  at 
all,  bufc  of  Demonstration.  Persons  of  the  most  excellent  taste 
and  judgment  may  entertain  the  widest  differences  of  opinion 
on  the  comparative  merits  of  various  poems,  or  pictures,  or 
pieces  of  music.  There  is  no  absolute  standard  of  truth,  which 
^1  enable  any  man  to  assume  the  office  of  arbiter  on  any  of 
these  subjects ;  at  least  none  has  yet  been  discovered.  Different 
poets,  artists,  and  musicians  are  most  in  harmony  with  different 
cental  constitutions,  of  which  there  is  no  unerring  standard  of 
excellence.  So  in  politics,  it  is  a  pure  matter  of  opinion  and 
judgment  which  is  the  best  form  of  government,  and  which  is 
inost  suitable  for  any  particular  people.  Biit  the  principles  of 
nK)netary  science,  as  laid  down  in  the  Bullion  Report,  are  matters 
of  a  totally  different  nature,  they  are  matters  of  pure  geometrical 
^^fnonstration.  They  are  no  more  matters  of  opinion,  in  the 
proper  sense  of  the  expression,  than  the  demonstrations  of 
Euclid  are  matters  of  opinion.  It  is  acknowledged  that  there  is 
an  absolute  standard  of  truth  in  such  matters.  There  are  many 
excellent  persons,  and  of  good  ability  in  other  respects,  whose 
mental  constitution  is  such  that  they  never  can  follow  out  the 
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tram  of  reasoning,  which  establishes  the  tmth  of  a  certain 
famous  proposition  in  Euclid.  Bnt  we  never  heard  of  any  one 
writing  a  pamphlet  against  the  pons  asinorum.  Now,  the 
famous  doctrine  of  the  regulation  of  the  paper  currency  by  the 
price  of  bullion  is  demonstrably  true,  and  it  is  as  vain  to  write 
pamphlets  against  it  as  against  Euclid,  B.  I.,  prop.  5.  When, 
therefore,  a  modem  author  says,  "  the  fundamental  error  of  Mr. 
Huskisson,  and  the  Bullion  Committee,  on  the  subject,  consisted 
in  the  principles  which  they  laid  down  as  axioms,  that  the 
measure  of  the  depreciation  of  the  currency  was  to  be  found 
in  the  difference  between  the  market  and  the  Mint  price 
of  gold " ;  this  sentence  is  as  wise  as  if  one  were  to  say, 
**  the  fundamental  error  of  Cocker,  and  subsequent  writers  on 
arithmetic,  is  the  principle  which  they  adopt  as  an  axiom  that 
twenty-one  is  equal  to  twenty-one  " ;  and  when  he  says  a  little 
further  on,  "for  as  bank  notes  never  sank  in  value  compared 
with  specie,  whatever  party  spirit  may  have  affirmed  to  the 
contrary,"  he  makes  a  statement  which  there  is  overwhelming 
evidence  to  prove  to  be  untrue. 
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Table  shewing  the  chief  variations  in  the  market  price  of  gold 
hulUoii  from  1700  to  1819,  and  tfm  inw  value  of  the  Bank 
of  England  £1  note  during  the  Redricimu 


Market  Frloi   ot  l^d 

feftia  Tilaa 

cF  eb« 

BDUlQa. 

Bfttilc  Not«. 

Jftnuary,  1790                  ' 

£       M.        d.                I 

£      *, 

4, 

to                           h 

3     17      6            . 

Angnst  25.  1797 

September  1, 1797 

to 

3     17     10| 

1       0 

0 

October  19,  1798 

October  26»  1798 

to 

3     17       9            I 

1      0 

0 

Bf^pt^mber  LS,  1799 

September  20,  1799 

to 

Ko  quotetioti. 

Apra  6,  1304 

April  IB,  1304 

to 

4      0      0 

0     19 

e 

October  liS,  1805 

October  22,  1B06 

to 

No  qnotatioii* 

October  3,  1810 

October  9 1  1810                ' 

4      5      0 

0     18 

4-2 

February  12,  1811 

4     13      0 

0    16 

11-4 

March  26,  1611 

4     16      0 

0    16 

^            1 

Octob**r  25,  IBU 

4     18      0 

0     15 

11 

October  %  1812 

5      7      0 

0     14 

6 

Junuary  33,  1813 

5      4      0 

0    15 

0 

August  6,  ISIS 

6    10      0 

0    14 

2 

F«limarj\  IHU 

5      8      0 

0    14 

42 

April  13,  1814 

5      5      0 

0     14 

9 

May  31.  1B14 

5      S      0 

0     15 

1-7 

Jimti  7,  1B14 

5      0      0 

0     15 

7-2 

June  28,  1814 

4    10      0 

0     17 

4 

September  20,  1814 

4      6      0 

0     18 

1-6 

NoTember  15,  1^14 

4      8       0 

0     17 

8-7 

April  4.  1815 

5      7      0 

0    14 

5 

June  9,  1S15 

5      5      0 

0    14 

10 

June  30,  1^15 

6      0      0 

0    15 

7-2 

July  7,  1815 

4    14      0 

0     16 

7-3 

AufiUMt  4,  1815 

4    10      0 

0    17 

4 

Beptomber  15,  ISIS 

4      9      0 

0    17 

63 

October  13,  1816 

4      3      0 

0     18 

9^5 

Jauufuy  2,  181G 

4      2      0 

0    19 

0^3 

April  %  181G 

4       1      0 

0     19 

31 

April  23,  iyi6 

4      0      0 

0    19 

6 

jQlV  %  1816 

3     19      0 

0    19 

8-7 

October  8,  1816 

to 

3     18      6 

0    19 

102 

April  4,  1817                   J 

April  18,  1817 

3     1&      0 

0    19 

8-7 

July  18,  1817 

4      0      0 

0    19 

6 

January  23,  1818 

4       1       0 

0    19 

31 

February  13,  1818 

4       3       6 

0    18 

11 

October  6,  1S18 

4       2     ,0 

0    19 

03 

J  ftnuary  22, 1819 

4      3      0 

I          0    \^ 

%%        \ 

CHAPTER    X. 


FROM  THE  ACT  FOR  THE  REStTMPTION  OF    CASH 
PAYMENTS  IN  1819  TO  THE  BANK  ACT  OF  1844. 

1.  The  great  Act  for  the  preservation  of  the  national  good 
faith,  the  restoration  of  the  measure  of  value,  was  accomplished 
amidst  universal  applause;  but,  unfortunately,  it  had  no  sooner 
become  law,  than  an  unusually  severe  and  long-continued  dis- 
turbance in  the  ordinary  proportions  of  supply  and  demand  in  a 
great  variety  of  productions  took  place.  The  violent  fluctuations 
in  prices,  which  necessarily  followed  this  great  derangement 
caused  much  public  distress,  and  afforded  an  opportunity  for  the 
antagonists  of  the  Act  of  1819  to  acquire  such  strength  as  to  in« 
duce  the  Gk)vemment  to  tamper  with  the  Act,  before  it  came 
into  full  effect. 

2.  The  utter  prostration  of  all  the  great  producing  interests  of 
the  country  in  1815-16,  had  caused  such  severe  distress  as  to 
diminish  the  consuming  powers  of  the  people  to  an  enormous 
extent.  The  importations  of  the  great  articles  of  consumption 
in  1816  were,  in  most  cases,  not  half  what  they  had  been  in 
1814.  In  1817,  when  the  general  prosperity  was  reviving,  the 
shortness  of  the  supply  caused  a  very  general  and  rapid  rise  in 
prices  of  all  commodities.  The  inevitable  consequence  followed, 
speculation  began  to  revive  again,  and  was  much  fostered  in 
1818  by  an  expected  dearth  of  provisions.  A  long-continued 
drought  from  IMay  to  September,  was  supposed  to  have  destroyed 
the  greater  part  of  the  crops,  and,  as  imported  produce  was  un- 
usually low,  the  prices  of  all  sorts  of  farming  produce  rose  to  an 
extravagant  height.  Enormous  importations  of  wheat,  added  to 
the  home  crop,  which  turned  out  considerably  better  than  was 
expected,  caused  rather  a  reduction  in  the  price  of  that,  but  all 
other  sorts  of  farming  produce  mounted  up  to  a  great  height, 
barley  being  at  68s.  6d.,  oats  at  35s.,  beans  at  76s.,  and  peas  at 


MB.  tooke's  obsebvations.  95 

70a,  in  December,  1818.  The  high  prices  thus  held  out  in  this 
cxmkj,  caused  importations  on  a  scale  of  enormous  magnitude, 
ftfc  the  close  1818.  After  deducting  the  quantities  re-exported 
the  imports  of  colonial  and  foreign  produce  were  more  than 
double  what  they  were  in  1816.  Mr.  Tooke  well  remarks  that 
before  any  great  turn  in  the  prices  of  commodities,  there  is  usually 
a  paose  of  more  or  less  duration,  before  it  finally  declares  itself, 
lib  the  slack  water  at  the  turn  of  the  tide.  There  is  a  period 
dnring  which  sales  are  difficult  or  impracticable,  when  the  prices 
are  at  a  maximum,  the  buyer  refuses  to  submit  to  them ;  and 
when  they  are  at  a  minimum,  the  seller  refuses  to  submit  to  them. 
A  straggle  of  this  nature  prevailed  through  the  autumn  and 
wmter  of  1818-19,  and  just  as  the  Act  for  the  restoration  of  cash 
payments  passed,  the  fs^  in  prices  was  decidedly  in  progress.^ 

3.  The  usual  consequences  followed  these  extravagant  im- 
portations. Importers,  trusting  to  the  prices  of  1817,  had  given 
orders  to  the  growers,  based  upon  these  prices,  and,  when  the 
crops  came  to  be  brought  to  market,  the  price  had  given  way. 
Fafloies,  accordingly,  were  numerous  in  1819,  both  in  England 
and  in  America,  the  necessary  consequence  of  a  transition  from  high 
prices,  caused  by  scarcity,  to  low  prices,  arising  from  excess  of 
npply.  Towards  the  autumn  of  that  year  commercial  credit  had 
relived.  The  great  importations  of  wheat  in  1818,  somewhat 
reduced  the  price  in  1819,  but  it  stood  at  75s.  in  August,  and  the 
amage  for  the  whole  year  was  72s.  This  price  continued,  with 
a  few  fluctuations,  till  August,  1820,  and  at  that  time,  wheat 
was  still  at  72s.  A  decided  and  unanswerable  proof  that  the 
discussions  in  Parliament,  and  the  Act  for  the  resumption  of  cash 
payments,  had  no  effect  at  all  on  the  price  of  corn.  Although 
the  Bank  was  permitted  to  pay  its  notes  in  gold,  at  the  rate  of 
£A  Is.  per  ounce,  yet  they  were  actually  at  par,  as  the  market 
price  of  gold  fell  to  £3  17s.  10^.  in  August,  1819,  and  continued 
at  that  rate  till  June,  1822,  when  it  feU  to  £3  17s.  6d.  And,  in 
feet,  it  must  be  remembered,  that  for  a  great  part  of  1816-17, 
the  note  had  been  within  a  few  pence  of  par,  and  had  not  varied 
more  than  about  5  per  cent,  from  par  since  that  time. 

*  The  whole  of  Mr.  Tooke*8  obsenrations  on  this  great  crisis  are  perfectly  in- 
Tafaiahle,  and  most  be  read  at  length  by  erery  one  who  wishes  to  form  a  fair 
ivdgiiient  on  the  labjeet.— VoL  II.,  pp.  60-116. 
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4.  The  spring  of  1820  had  been  unpropitious,  and  vegetation 
backward,  until  the  18th  of  June,  when  some  warm  and  very 
brilliant  weather  occurred  just  at  the  critical  period  of  the 
blooming  of  the  wheat.  In  July,  some  wet  weather  excited  fears 
for  the  crop,  and  the  prices  advanced  to  72b.,  but  the  weather 
became  very  fine  in  the  beginning  of  August,  and  thenceforth 
continued  most  propitious  during  the  ripening  and  gathering  of 
the  harvest.  The  result  was  a  harvest  of  most  extraordinary 
abundance,  and  of  excellent  quality.  And  oven  its  unprecedented 
exuberance  did  not  become  fully  known  till  two  or  three  years 
afterwards,  when  it  was  not  yet  exhausted.  The  best  authorities 
calculated  that  the  quantity  of  the  crop  of  1820  was  one  third 
above  the  average.  In  July,  1821,  wheat  had  fallen  to  51s.  from 
72s.  in  August,  1819.  May,  June,  and  July,  1821,  were  cold  and 
wet,  and  the  harvest  very  late ;  wheat  rose  to  62s;  in  September, 
but  the  quantity  produced  was  extremely  large,  and  the  quality 
very  bad.  In  consequence  of  the  enormous  unexhausted  stock 
of  1820,  wheat  fell  to  50s.  at  the  end  of  1821,  and  to  428.  in 
August,  1822.  The  harvest  of  1822  was  remarkably  good  both 
in  quantity  and  quality,  and  was  got  in  early,  long  before  the 
preceding  crops  had  been  consumed.  In  addition  to  this,  the 
importations  from  Ireland  were  on  an  unprecedented  scalOk  In 
1817  corn  was  obliged  to  be  exported  to  Ireland ;  in  1820  and 
1821  Ireland  exported  to  England  upwards  of  4,000,000  quartere 
of  grain  of  all  sorts.  The  natural  and  inevitable  consequence  of 
this  was  an  immense  and  ruinous  fall  in  the  prices  of  all  agricul- 
tural produce.    Wheat  fell  to  388.  at  the  end  of  1822. 

5.  The  accumulation  of  treasure  became  so  rapid  in  the  vaults 
of  the  Bank  in  1820,  that  early  in  1821  the  directors  felt  them- 
selves in  a  position  to  resume  cash  payments,  and  an  Act  was 
passed  to  permit  them  to  do  so  on  the  1st  May,  1821,  instead  of 
in  1823.  By  this  time  the  Government  had  repaid  £10,000,000 
of  the  debt  it  owed  to  the  Bank,  which  all  the  witnesses  agreed 
was  a  necessary  preliminary  to  enable  the  directors  to  contract 
their  own  issues.  The  Statute  1821,  c.  26,  enacted  that  the 
Bank  might  resume  payments  in  gold  coin  on  the  21st  May,  1821. 
That  persons  oflfered  to  be  paid  in  coin  should  not  have  the  right 
to  demand  ingots.  That  if  the  Bank  did  not  oflfer  to  pay  in  coin, 
the  right  to  demand  ingots  should  continue.     The  last  impedi- 
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ments  to  ttie  export  of  bullion  were  swept  away.  The  Bank 
was  bound  to  exchange  their  larger  notes  for  any  one  who 
demanded  it,  for  £1  notes  or  gold  coin,  but  they  had  the  option 
of  payment  in  gold  or  notes. 

6.    The  extravagant  height  to  which  the  combined  effects  of 
an  unusual  and  long-continued  scarcity  and  the  greatly  depre- 
dated currency,  in  whicii  payments  were  made  in  1811  and  1812, 
had  produced   the   most    extravagant  speculations   in  fuming. 
Barren  wastes  were  reclaimed  at  an  enormous  expense,  which 
neyer  could  have  been  repaid,  except  by  maintaining  com  at 
&mine  prices.    Rents  and  debts  had  advanced  in  a  similar  pro- 
portion, and  all  classes  of  agriculturists,  farmers,  and  landlords, 
bad  adjusted  their  expenditure  according  to  the  new  scale  of 
prices  which  they  expected  would  endure.    Family  settlements 
and  encumbrances  were  calculated  on  the  same  basis.    Imme- 
diately after  the  peace,  the  great  fall  in  the  price  of  all  sorts  of 
agricoltoral  produce,  both   from    greater   abundance    and    the 
destraction  of  the  rotten  country  paper  currency,  threatened  all 
persons  connected  with  the  "  landed  interest "  with  general  ruin, 
and,  after  a  considerable  struggle,  the  Corn  Bill  of  1815  was 
passed,  the  intended  and  expected  effect  of  which  was  to  prevent 
wheat  ever  falling  below  SOs.  a  quarter.    The  "  lauded  interest " 
calculated  that,  with  the  "cost  of  production"  of  which  they 
considered  **  rent  "  as  a  necessary  element,  wheat  could  not  be 
grown  with  a  profit  at  less  than  808.  a  quarter,  and  the  intention 
of  that  Act  was  to  secure  that  price  to  agriculturists.    Buoyed 
np  with  delusive  hopes,  and  firmly  believing  that  the  Act  had 
for  ever  nailed  up  wheat  to  80s.  a  quarter,  the  farmers  received 
A  fresh  stimulus  to  speculation,  and  vast  sums  were  laid  out  in 
fcrther  extending   the  cultivation  of  barren  wastes.    However, 
the  circumstances  we   have   already   detailed   disappointed   all 
these  calculations,  and  wheat  stood  at  388.  at  the  end  of  1822  in 
defiance  of  the  Act  which  said  it  ought  to  be  at  80s. 

7.  The  advocates  of  a  national  bankruptcy  had  been  in  such  a 
small  minority  in  1819,  that  they  scarcely  uttered  a  word  in 
Parliament,  much  less  attempted  a  division.  When  the  distress 
caused  by  the  fall  in  prices  began  to  pinch  some  classes  in  the 
country,  they  began  to  gather  strength  again,  and  commenced 
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an  attack  on  the  Cnrrencj  Law  on  AprU  9^  1821.  This  attack 
proved  a  complete  failure,  being  rejected  by  a  majority  of  141 
to'  27.  As  prices  continued  to  fall  duriog  that  year,  the 
distress  continued  to  increase,  and  early  in  1822,  a  Committee 
of  the  House  of  Commons  was  appointed  to  report  upon  the 
subject.  They  presented  their  report  on  the  1st  of  April; 
but  it  did  not  contain  a  word  imputing  the  low  state  of 
prices  to  anything  connected  with  the  currency.  They  attri- 
buted it  to  the  unprecedented  abundance  of  agricultural 
produce,  and  proposed  plans  for  affording  the  farmers  and 
others  relief  by  temporary  advances  of  Exchequer  bills,  until 
the  glut  in  the  market  had  diminished.  They  recommended 
that  the  limit  of  80s.  should  be  reduced  to  708.,  as  808. 
represented  a  higher  value  at  that  time  than  in  1815.  In 
the  debate  that  followed,  the  first  symptoms  were  manifested 
of  the  determination  to  make  an  onslaught  on  the  Currency 
Act  of  1819.  But  Lord  Londonderry  ridiculed  the  idea 
that  the  currency  had  anything  to  do  with  the  question, 
and  said  Members  had  only  wasted  precious  time  in  bringing  it 
forward.  But  he  declared  that  he  entered  his  most  solemn  pro- 
test against  the  purpose  of  these  Members  to  induce  Parliament 
to  commit  the  most  flagrant  deviation  from  sound  policy  and 
common  honesty — a  breach  of  faith  towards  the  public  creditor. 
Could  a  British  House  of  Commons  sanction  such  a  measure, 
it  would  relieve  no  class  of  the  community ;  but  it  would  over- 
whelm all  classes  with  ruin.  Were  it  possible  for  them  to  be 
dishonest  and  base  enough  to  listen  to  a  project  of  national 
bankruptcy,  the  result  must  be  most  calamitous.  If  a  Parlia- 
ment could  be  found  so  degenerate,  and  a  people  so  destitute  of 
honour  and  conamon  honesty,  as  not  to  start  at  the  idea  of  such 
an  abandonment  of  principle,  the  most  sordid  calculation  would 
forbid  the  adoption  of  such  a  measure. 

8.  The  £1  note  issues  of  the  country  bankers  in  England  had 
been  suppressed  by  Statute  1777,  c.  30;  but  in  1797  they  were 
again  permitted,  and,  by  various  Acts  of  Parliament,  this  per- 
mission was  continued  till  two  years  after  the  resumption  of 
cash  payments  by  the  Bank  of  England.  By  the  operation  of 
these  several  Acts,  they  must  have  been  withdrawn  in  1825. 
The  distress,  however,  which  was  attributed  by  so  numerous  and 
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powerful  a  party  to  the  contraction  of  the  currency,  was  em- 
ployed to  induce  Ministers  to  relax  this  restriction,  and  country 
bankers  were  permitted  to  continue  their  £1  notes  till  the  expiry 
of  the  Bank  Charter  in  1833.  (Statute  1822,  c.  70.)  In  order 
to  improve  the  quality  of  the  country  bank  notes,  the  Govern- 
ment attempted  to  enter  into  negotiations  with  the  Bank  of 
England  to  permit  joint  stock  banks  to  be  formed  at  a  distance 
of  65  miles  from  London.  The  Government  was  satisfied  that 
if  joint  stock  banks  on  the  Scotch  system  could  be  formed,  it 
would  add  much  to  the  stability  of  public  credit.  Lord  London- 
derry pronounced  a  warm  eulogy  upon  the  Scotch  banks, 
and  said  that  it  was  the  wish  of  the  Ministry  that  a  similar 
system  should  be  introduced  into  England.  The  bribe  to  the 
Bank  of  England  to  consent  to  this  arrangement  wto  an  ex- 
tension of  their  Charter  for  ten  years.   But  the  negotiation  failed. 

9.  The  attacks  upon  the  Act  of  1819,  thrown  out  in  the 
discussion  of  the  Agricultural  Distress  Report,  were  merely 
preparatory  to  a  formal  onslaught  on  the  Act  itself.  On  the 
11th  of  June,  1822,  Mr.  Western  moved  for  a  Committee  to 
inquire  into  the  eflPect  of  the  Act  upon  the  general  interests  of 
the  empire.  The  burden  of  his  speech  was  that  all  the  distress 
the  country  was  then  suffering  was  due  to  the  Act  of  1819,  and 
to  that  only,  which,  he  said,  had  made  a  violent  contraction  in 
our  currency  at  once.  This  assertion,  which  was  the  main  pillar 
of  his  argument,  is  demolished  by  the  simple  fact,  that  the 
great  contraction  of  the  currency,  and  the  restoration  of  the 
note  to  par,  took  place  in  1816.  He  moreover  assimied  that  the 
currency  had  been  depreciated  ever  since  the  restriction  Act  in 
1797.  Mr.  Huskisson  immediately  followed  in  a  speech  de- 
molishing the  whole  of  Mr.  Western's  sophistries,  one  by  one, 
and  drawing  a  close  parallel  between  the  state  of  the  currency 
in  1696,  and  at  that  time ;  and  he  concluded  by  moving  the  same 
resolution  that  Mr.  Montague  had  done  in  169G — "That  this 
House  will  not  alter  the  standard  of  gold  or  silver  in  fineness, 
weight,  or  denomination."  After  a  debate  of  two  nights,  in 
which  several  members  who  supported  the  motion  disavowed 
all  intention  of  tampering  with  the  standard,  Mr.  Western's 
motion  was  rejected  by  a  majority  of  19^4  to  30,  and  Mr.  Huskis- 
son's  amendment  agreed  to. 
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10.  It  was  strongly  alleged  by  one  party  that  they  were  com- 
pelled to  pay  in  the  restored  currency  the  debts  they  had 
contracted  in  a  depreciated  one,  and  they  called  for  what  they 
were  pleased  to  term  an  "equitable  adjustment  of  contracts.** 
But  the  argument  was  futile,  as  they  knew  at  the  time  they 
made  their  contracts,  that  Parliament  was  pledged  to  return  to 
cash  payments  within  a  very  short  period  after  the  termination  of 
the  war.  Moreover,  they  totally  left  out  of  consideration, 
that  they  had  been  able  to  discharge  an  immense  amount  of 
mortgages,  burdens,  &c.,  in  a  depreciated  currency,  which  had 
been  contracted  in  a  good  currency.  All  the  mortgages  and 
annuities  on  landed  property  which  were  contracted  before  the 
great  depreciation  of  the  currency,  were  paid  for  some  years  in 
a  currency  25  per  cent,  less  valuable  than  at  the  time  of  the 
contract.  But  while  these  debtors  clamoured  so  loudly  for  an 
"equitable  adjustment"  of  contracts  grievous  to  themselves, 
they  never  uttered  a  whisper  indicative  of  their  wish  to 
have  an  "equitable  adjustment"  of  those  contracts  where 
the  change  was  favourable  to  themselves.  The  only  instance 
recorded  of  any  person  making  an  "equitable  adjustment"  against 
himself,  and  paying  his  creditors  according  to  the  true  value  of  the 
Bank  note,  was  Lord  King,  who  incurred  so  much  resentment 
for  his  letter  in  1811.  It  is  quite  evident  that  such  a  one-sided 
"equitable  adjustment"  as  was  proposed  by  this  party  was 
nothing  else  but  robbery.  Under  the  double  stimulus  of  famine 
prices  and  a  depreciated  currency,  the  rents  of  land  had  tripled 
since  the  beginning  of  the  war,  so  that  properties  which  were 
mortgaged  before  it,  might  have  been  comparatively  unincumber- 
ed at  its  close.  But  the  unfortunate  mortgagees  and  annuitants 
were  paid  in  a  fixed  amount  of  depreciated  currency,  so  that, 
when  prices  rose  to  meet  th#  depreciation,  they  were  clearly 
mulcted.  But  they  had  no  powerful  party  to  advocate  an 
"equitable  adjustment"  in  their  favour;  and  it  is  quite  clear 
that  no  "equitable  adjustment"  could  take  place,  unless  all 
these  payments  were  included  in  it. 

11.  There  was  one  perfectly  satisfactory  argument  to  shew 
that  the  low  prices  of  that  year  had  nothing  to  do  with  the  act 
of  1819,  namely,  that  the  prices  of  all  sorts  of  agricultural 
produce  were  equally  depressed  all  over  the  continent  of  Europe 
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from  the  same  cause.  The  finctnations,  indeed,  on  the  continent 
were  much  more  violent  than  even  in  England.  Wheat,  in 
Prance,  which  had  risen  higher,  fell  lower.  At  Vienna,  wheat 
which  was  1148.  in  March,  1817,  fell  in  September,  1819,  to 
19&  6d.;  at  Munich,  wheat  fell  from  151b.  in  September,  1817, 
to  24fl.  5d.  in  September,  1820.  The  same  phenomena  were 
observed  in  Italy.  A  similar  fall,  but  not  to  so  great  an  extent, 
took  place  at  Lisbon.  What  could  the  Act  of  1819  have  to  do 
with  these  places  ?  The  speech  from  the  throne,  in  France,  very 
properly  attributed  the  low  prices  to  the  enormous  abundance  of 
production. 

12.  But  not  only  is  it  an  absolutely  certain  historical  fact, 
that  the  Act  of  1819  had  not  the  remotest  connection  with  the 
low  prices  of  1822,  but  it  is  proved  by  the  most  overwhelming 
erideaoe  that  it  caused  no  contraction  of  tlie  currency  at  alL 
Mr.  Turner,  a  director  of  the  Bank  states — "  With  regard  to  the 
eiEect  of  Mr.  Peel's  bill  on  the  Bank  of  England,  I  can  state 
ftom  having  been  in  the  direction  during  the  last  t\jro  years,  that 
it  has  been  altogether  a  dead  letter.  It  has  neither  accelerated 
Mr  retarded  the  return  to  cash  payments."  And  Mr.  Tooke 
shews  most  conclusively  that  the  Mnoant  of  the  currency,  so  far 
tt  it  consisted  of  Bank  of  England  notes  and  coin,  was  much 
larger  in  1822  than  it  had  been  in  1819.  That  this  Act  caused 
My  CosTBACTiOK  of  the  currency  is,  therefore,  a  statement  most 
watrary  to  the  truth.  Its  only  effect  was,  what  Parliament  had 
operand  over  again  solemnly  pledged  itself  to  do,  to  fix  a  time 
fcr  the  return  to  cash  payments,  and  such  a  return  to  payments 
in  cash  would,  by  its  own  natural  operation,  prevent  the  ex- 
travagant issues  which  the  Bank  had  made  during  the  restriction, 
which  depreciated  the  note  30  per  cent.,  and  robbed  every  creditor 
of  onerthird  part  of  his  property.  The  Act  of  1819  merely 
restored  the  Bank  to  its  condition  before  1797,  and  it  became 
wbject  to  the  same  unerring  laws  of  nature  as  its  directors 
had  confessed  it  felt  before  the  restriction. 

18.  There  is  much  individiousness  in  endeavouring  to  fasten 
the  responsibility  of  this  Act  upon  Sir  Robert  Peel,  as  if  he  had 
had  any  either  of  the  peculiar  merit  or  blame  of  passing  it 
through  Parliament.    The  Legislature  was  solemnly  pledged  to 
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return  to  cash  payments  as  soon  as  the  war  was  over,  while  he 
was  yet  a  schoolboy  in  the  junior  forms  of  Harrow.  There  does 
not  appear  to  have  been  any  speaker  fantastic  enough  to  propose 
that  the  Bank  should  never  return  to  cash  payments.  The  Bemk 
itself,  of  its  own  accord,  attempted  to  resume  payments  in  cash 
in  1817,  and  would  have  succeeded  in  doing  so,  if  it  had  not  so 
perversely  rejected  the  principles  of  the  Bullion  Report ;  and  if  it 
had  not  been  owing  to  circumstances  which  disturbed  its  man- 
agement in  1818,  cash  payments  would  have  been  resumed  while 
Peel  was  still  in  that  unconverted  state  in  which  he  voted 
against  Horner's  resolutions  in  1811.  So  far  was  he  fix)m 
converting  Parliament,  that  he  was  himself  one  of  the  latest 
converts,  and  the  Ministry  conferred  great  honour  upon  him  in 
allowing  him,  while  yet  so  young,  to  take  such  a  prominent  part, 
and  be  the  mouth-piece  of  the  unanimous  determination  of  the 
Legislature. 

14.  By  the  beginning  of  1823  the  very  inferior  stock  of  1821 
had  been  chiefly  consumed,  and  the  crop  of  1822,  being  of  far 
superior  quality,  prices  began  slowly  to  rise,  and  the  spring  of 
1823,  proving  very  backward,  prices  rose  rapidly,  so  that  in  June 
wheat  stood  at  628.  5d.  These  prices,  however,  tempted  the 
farmers  to  produce  their  long  reserved  stores,  and  an  unusual 
quantity  having  thus  been  brought  to  market,  wheat  fell  in 
October  to  45s.  5d.,  but  the  crop  turning  out  worse  than  was 
expected,  prices  rose  a  little  at  the  end  of  the  year,  but  they 
were  still  37  per  cent,  below  the  "  remunerative "  808.,  which 
Parliament  had  held  out  to  farmers  as  the  point  which 
should  be  insured  to  them.  It  is  a  favourite  theory  with  many 
persons  that  the  rise  of  prices  in  1823  was  owing  to  the  exten- 
sion of  country  bank  issues,  in  consequence  of  the  Act  of  1822 
prolonging  the  term  of  their  existence.  Such  a  supposition, 
however,  is  very  decisively  negatived  by  the  evidence  of  Mr. 
Burgess,  secretary  to  the  committee  of  country  bankers,  before 
the  Committee  of  1832  (Report,  p.  414).  He  presented  returns 
from  122  country  banks,  forming  a  fair  evidence  of  the  whole. 
Assuming  that  the  issues  of  each  bank  were  100  in  1818,  the 
issues  of  the  whole  were  12,000  in  that  year,  and  the  following 
table  exhibits  their  value  up  to  1825— 
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Mr.  Tooke  also  shews  that  dnring  1823^  while  the  price  of  wheat 
'Was  rising,  the  prices  of  most  other  commodities  were  falling, 
from  which  circumstances  he  very  conclusively  pronounces  that 
the  idea  that  the  variations  of  the  currency  had  anything  to  do 
with  the  prices  in  those  years  to  be  utterly  unfounded.^ 

15.  The  continued  depression  of  prices  of  agricultural  pro- 
duce so  much  below  what  had  been  expected^  created,  no 
doubt,  much  distress  among  those  persons  who  were  hampered 
with  obligations  they  had  entered  into  upon  the  scale  of  1811 
and  1812,  and  several  petitions  were  presented  to  both  Houses 
of  Parliament  complaining  of  it.  Mr.  Western,  hot  satisfied 
with  the  great  rebuff  he  met  with  in  1822,  when  the  distress 
was  far  more  severe,  again  endeavoured  to  induce  Parliament  to 
disturb  the  settlement  of  1819.  He  introduced  his  motion  on 
the  11th  June,  1823.  It  may  be  as  well  to  take  notice  of  some 
of  the  leading  fallacies  he  brought  forward,  as  they  are  too  often 
repeated  even  at  the  present  day.  After  saying  that  great  varia- 
tions had  taken  place  in  the  value  of  the  currency  during  the 
preceding  30  years,  which  was  unquestionable,  he  said — 

"  It  will  be  admitted  that  a  diminution  of  value  followed  the 
suspension  of  cash  payments  by  the  Bank  in  1797;  that  such 
diminution  continued  and  increased  during  the  latter  years  of 
the  war,  and  up  to  the  time  of  PeeVs  Bill;  and  that  Peel's  Bill, 
whilst  it  restored  the  old  metallic  currency,  gave  to  it  the  value 
which  it  possessed  prior  to  its  suspension.  The  injustice  at- 
tendant upon  an  alteration  of  a  currency  in  any  way  cannot  be 

*  If  anything  were  wanted  to  shew  the  utter  fallacy  of  the  idea  that  the  contraction 
of  the  cnrrency  had  anything  to  do  with  tho  low  prices  of  1822,  we  might 
refer  to  the  present  price  of  wheat.  There  are  many  clamours  of  a  con- 
traded  currency  at  present,  and  yet  the  price  of  wheat  is  nearly  90s.  per 
qoaiter;  in  the  Edinburgh  market  it  was  sold  at  104s.  a  few  weeks  ago. 
(December,  1855.) 
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questioned  a  moment.  The  injary  that  was  done  to  creditors  by 
the  Act  of  1797  (the  origin  of  all  our  diflBculties  in  regard  to 
currency)  is  not  to  be  doubted,  but  my  position  is  that,  after  a 
period  of  twenty-two  yeal^,  the  resumption  of  the  old  standard 
could  by  no  means  be  an  act  of  justice  or  retribution.  A  new 
currency  upon  a  new  standard  necessarily  ceases  to  be  new  in 
any  sense  of  the  word  at  some  period,  and  an  old  one  revived 
again  is,  to  all  intents  and  purposes,  new  and  productive  of  all 
the  same  efiTects.  Is  twenty-two  years  such  a  period  as  shall 
suffice  so  to  establish  a  standard  as  to  make  recurrence  to  the 
antecedent  as  mischievous  as  the  adoption  of  the  new  one  ?  This 
is  the  important  question ;  and  I  answer  most  distinctly,  yes; 
and  that  justice  required  us  to  establish  and  perpetuate  that 
measure  of  value  which  had  been  so  long  current,  as  near  as  the 
same  could  be  ascertained." 

16.  The  Marquis  of  Titchfield  supported  Mr.  Westem'smotion, 
but  made  some  caustic  remarks  upon  Mr.  Vansittart,  and  his 
famous  resolutions  of  1811,  saying  that  he  might  possibly  be 
ridiculed  for  advancing  axioms  and  evident  truth — 

*'This  latter  danger,  however,  he  should  make  bold  to  defy, 
sheltering  himself  under  the  fact  that,  notwithstanding  all  the 
discussion  this  subject  had  undergone,  it  might  still  be  heard 
any  day  in  society,  from  persons  otherwise  intelligent,  that,  in 
their  opinion,  to  talk  of  the  depreciation  of  the  currency  must 
be  nonsense,  for  that  they  were  unable  to  comprehend  how  a 
pound  note  at  one  time  could  differ  from  a  pound  note  at 
another — that  a  pound  note  must  be  a  pound  note  always — that 
it  was  impossible  that  the  same  piece  of  paper,  with  the  same 
characters  marked  upon  it,  should  be  more  valuable  at  one  time 
than  at  another ;  and  when,  above  all,  the  famous  resolution  of 
1811  was  recollected,  he  thought  it  would  be  perfectly  excusable 
for  him,  even  in  that  assembly,  said  to  be  so  enlightened,  to  set 
out  with  the  mathematical  axiom  that,  *  a  part  is  less  than  the 
whole' — an  axiom  which  now  that  the  late  Chancellor  of  the 
Exchequer  was  no  longer  among  them,  he  apprehended  no  one 
would  be  found  hardy  enough  to  dispute.  In  mentioning  the 
name  of  that  extraordinary  person,  he  much  lamented  his 
inability  to  do  justice  to  the  merits  of  so  great  a  master  of 
reasoning  and  eloquence,  which  so  confounded  the  philosophers  of 
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181 1»  by  unfolding  to  hia  admiring  andienoe  that  the  old  favoarite 
axiom  of  Eaclid  was  nothing  bat  a  popalar  delusion,  that  in 
realitj  a  part  might  easily  be  eqaal  to  the  whole ;  and  that, 
therefore,  there  was  no  reason  for  doubting  that  the  pound  note, 
which  required  the  assistance  of  eight  shillings  to  procure   a 
gainea,  was  equal  to  the  pound  note,  which  required  the  assist- 
ance of  but  a  single  shilling  of  precisely  the  same  value    with 
thoBe  of  which  eight  had  become  necessary.    That  great  man, 
&r  his  singular  merits,  he  supposed,  or,  perhaps,  for  their  un- 
worihiness  of  him,  had  been  taken  from  them,  and  bestowed  upon 
another  assembly,  which,  not  having  had  the  same  practice  in  finance, 
it  was  to  be  hoped  he  would  long  continue  to  enhghten.    He  could 
not,  however,  be  said  to  have  finished  his  course  prematurely,  for 
twelve  years  before  he  had  obtained  an  imperishable  name,  by 
placing  triumphantly  on  the  journals  of  the  House  of  Commons, 
that  astonishing  resolution  which   had  deprived  Euclid  of  his 
ancient  and  long-acknowledged  reputation.    He  was  most  anxious 
to  disclaim  all  personal  ill-will  towards  the  late  Chancellor  of  the 
Exchequer.    Indeed,  it .  was  impossible  he  should  be  under  any 
SQch  impulse,  but  he  would  not  shrink  from  confessing  that,  in  a 
pditical  point  of  view,  he  could  never  hear  his  name  pronounced, 
mnch  less  pronounce  it  himself,  without  a  feeling  something  like 
bitter    animosity,  because  he  considered  that  minister  as  the 
author  in  great  part  of  the  calamities  in  which    the    landed 
interest   of  the  country  was  involved.     He  believed  that  few 
parts  of  the  financial  administration  of  that  period  were  exempt 
from  mnch  and  well-merited  censure,  but  all  the  other  measures 
were  trifling  in  the  scale  of  mischief  compared  with  that  fiEital 
resolution  which  ministerial  influence  unfortunately  carried  in  the 
House  of  Commons,  the  effects  of  which  were  now  helplessly 
deplored,  and  which  would  so  long  survive  the  name  as  well  as 
the  administration  of  those  with  whom  it  originated.    The  mis- 
chief of  that  resolution  might  be  described  with  perfect  justice 
in  a  very  few  words.    Its  effect  was  to  blind  the  public  to  their 
real  situation;  thereby  both  promoting  the  evil  and  rendering 
the  sufferers  less  capable  of  guarding  against  it.    It  assured  the 
public,  in  the  midst  of  a  great  and  rapidly-increasing  deprecia- 
tion, that  no  depreciation  existed.     The  Bank,  therefore,  went 
on  fearlessly  adding  to  its  issues,  which,  of  course,  increased  the 
evil  by  increasing  the  cause  of  it,  and  the  landlord  went  on  with 
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the  cultivation  of  poor  soils,  nndertaking  expensive  improvementSy. 
fondly  imagining  that  the  additional  Bank  notes  he  was  receiving 
were  additional  riches.  The  landholder,  never  suspecting  that  his 
dealings  were  virtually  in  a  lower  coin,  borrowed  fearlessly 
sums  vastly  larger  than  he  could  have  dreamed  of,  that  would 
have  staggered  his  imagination  if  he  had  had  a  suspicion  that 
wheat  could  ever  be  at  39s.  a  quarter,  for,  while  he  was  receiving 
140s.,  he  took  for  granted  he  might  safely  calculate  upon  hard 
times  not  bringing  him  lower,  perhaps,  than  70s.  or  80s.;  and  thus 
the  prudent  man,  even,  was  induced  to  borrow  what  it  was  clear  he 
had  now  no  chance  of  paying  without  ruin.  That  ever  memorable 
House  of  Commons  told  him  what  they  knew  to  be  false,  or  ought 
to  have  known,  that  the  pound  note  was  of  full  value,  when  it  waft 
in  reality  depreciated  20  per  cent.  He  borrowed  pound  notes 
worth  13s.  and  he  was  qalled  upon  to  repay  pound  notes  worth  208.** 

17.  After  developing  these  ideas  still  further,  he  said  that  in 
currency  quantity  was  everything ;  for,  if  forty  millions  of  notes 
were  in  circulation  at  one  time,  and  eighty  millions  at  another, 
while  the  transactions  of  the  country  remained  the  same,  then 
two  notes  would  be  required  to  do  the  duty  that  one  had 
formerly  done;  and,  therefore,  the  currency  would  become  de- 
preciated ;  but  if  transactions  doubled,  then  the  same  quantity  of 
currency  would  represent  the  same  amount  of  transactions,  and 
its  value  would  not  be  altered.    He  said — 

**  Economy  of  money  was,  by  contrivances  to  spare  the  uses  of 
it,  according  to  the  description  of  his  right  honourable  friend,  by 
substitutions  for  the  precious  metals,  in  the  shape  of  voluntary 
credit.  Every  new  contrivance  of  this  kind — and  every  one 
improved — had  that  tendency.  When  it  was  considered  to  how 
great  an  extent  these  contrivances  had  been  jyractised  in  the 
various  modes  of  verbal,  book,  and  circulating  credits,  it 

WAS  EASY  TO  SEE  THAT  THE  COUNTRY  HAD  RECEIVED  A  GREAT 
ADDITION  TO  ITS  CURRENCY.  ThIS  ADDITION  TO  THE  CURRENCY 
WOULD,  OF  COURSE,  HAVE  THE  SAME  EFFECT  AS  IF  GOLD  HAD 
BEEN    INCREASED    FROM    THE    MINES." 

liord  Titchfield  then  pointed  out  how  an  excessive  quantity  of 
paper  caused  a  depreciation  of  it,  which  was  exactly  the  same 
thing  as  a  depreciation  of  the  coinage  from  a  deficiency  of 
weight;  but  he  afterwards  fell  into  the  extraordinary  error  of 
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eaying,  ''The  Bank  notes  were  depreciated,  and  became,  there- 
fore, in  the  situation  of  clipped  or  debased  guineas,  which  state 
of  the  circulation  prevailed  ftom  1797  to  1819." 

18.  This  allegation  of  the  great  depreciation  of  the  paper 
corrency  during  the  whole  interval  from  1797  to  1819  is  the  only 
one  that  can  afford  the  smallest  ground  for  attack  upon  the  Act 
of  1819;  but  we  have  sl^ewn,  by  such  overwhelming  evidence, 
that  such  an  idea  was  the  greatest  delusion  that  could  be 
conceived.  The  Bank  note  sustained  no  sensible  depreciation 
for  several  years  after  the  Restriction  Act,  and  it  was  not  till  the 
great  mercantile  speculations  of  1808-9,  that  it  became  seriously 
80.  It  did  not  continue  longer  than  five  or  six  years,  and  rose 
80  nearly  to  par  in  1816-17,  that  its  depreciation  was  insensible. 
If,  therefore,  Parliament,  in  1819,  had  gone  back  to  the  deprecia- 
ted standard  of  1813-14,  it  would  have  been  the  most 
nnjustifiable  robbery  recorded  in  history.  It  would  have  been 
infinitely  worse  than  the  bankruptcy  of  any  continental  nation, 
such  as  Austria,  Russia,  or  France,  because,  when  they  declared 
themselves  bankrupt,  their  paper  was  at  a  hopeless  and  irre- 
deemable discount,  and  they  had  not  the  remotest  prospect  of 
ever  bringing  it  back  to  par.  Their  conduct,  therefore,  was  the 
result  of  sheer  necessity ;  they  were  driven  to  bankruptcy  only 
when  they  were  irretrievably  insolvent,  but  they  did  not 
deliberately  cheat  their  creditors  after  their  currency  was 
restored  to  par.  The  motion  was  rejected  by  a  majority  of  96 
to  27,  and  was  the  last  attempt  to  tamper  with  the  measure  of 
value. 

19.  The  harvest  of  1823  was  deficient,  both  in  quality  and 
quantity,  and  prices  rose  considerably  in  the  beginning  of  1824, 
old  wheat  being  then  at  78s.  ;  later  in  the  year,  however, 
they  declined;  but  the  harvest  of  1824  being  also  inferior,  they 
rallied  again.  The  Bank  had  for  some  years  been  accumulating 
treasure  to  meet  the  anticipated  deficiency  of  the  country 
ifflues  expected  to  follow  the  suppression  of  the  £1  notes. 
^en  the  unhappy  change  in  the  policy  of  the  (Jovernment  took 
place,  this  great  amount  of  bullion  was  rendered  comparatively 
'Beless,  and  the  country  banks  began  to  extend  their  issues  in 
1824,  and  in  1825  they  were  beyond  what  they  were  in  1818. 
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In  January^  1824,  the  bullion  in  the  Bank  amounted  to 
£14,200,000.  During  the  preceding  year,  an  adjustment  of 
rents  to  meet  the  altered  state  of  prices  had  taken  place,  and 
the  old  stocks  having  been  gradu^dly  worked  off,  the  energy 
of  the  people  began  to  revive.  The  enormous  amount  of  cash 
in  the  Bank,  for  which  there  was  no  immediate  use,  enabled  the 
Government  to  carry  through  a  great  financial  operation,  the 
reduction  of  the  interest  upon  nearly  a  quarter  of  the  national 
debt.  The  Navy  5  per  cents,  were  re<Juced  to  4  per  cent,  and 
the  4  per  cent,  stock  to  8^.  This  vast  operation  had  a  very 
considerable  influence  in  curtailing  the  incomes  of  many  persons 
who  could  ill  afford  it,  to  a  very  inconvenient  extent,  and  prepared 
them  to  look  out  for  more  profitable  investments  for  their  money. 
Notwithstanding  the  imhappy  and  severe  distress  to  the  agricul- 
tural portion  of  the  community,  Mr.  Tooke  says  that  the  trading 
and  manufacturing  interests  had  never  before  been  in  a  more 
regular,  sound,  and  satisfactory  state  than  in  the  interval  from 
1821  to  1824.  At  the  close  of  the  Session  of  1823,  the  King 
congratulated  Parliament  on  the  flourishing  condition  of  all 
branches  of  our  commerce  and  manufactures,  and  the  gradual 
abatement  of  agricultural  distress. 

20.  At  the  close  of  1824  the  seeds  of  the  disasters  which 
ensued  in  the  end  of  1825  were  sown.  The  Eoyal  speech  opened 
Parliament  with  the  same  strain  of  congratulation  as  had  closed 
the  preceding  Session,  and  the  same  congratulations  were  used 
at  the  close  of  the  Session  of  1824.  Towards  the  end  of  that 
year  it  became  visible  that  in  some  of  the  leading  articles  of 
consumption  the  supply  was  falling  short  of  the  demand,  which 
gave  rise  to  a  spirit  of  speculation,  and,  as  in  all  similar  cases,  a 
few  early  purchases,  which  were  successful,  induced  extensive 
imitation ;  and  at  the  end  of  1824,  and  beginning  of  1825,  this 
had  amounted  to  positive  infection,  numbers  of  persons  being 
induced  to  go  out  of  their  own  Une  of  business  to  speculate  in 
articles  with  which  they  had  no  concern  whatever,  but  induced 
by  representations  of  their  brokers  to  do  so  in  the  hopes  of 
realising  great  and  immediate  gains. 

21.  Just  at  this  period  occurred  one  of  those  events  which 
have  so  frequently  lured  the  commercial  world  to  their  destruc- 
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tion.  The  long  contest  between  Spain  and  her  South  American 
colonies  had  now  finally  terminated  in  favour  of  the  colonies. 
We  have  already  noticed  the  great  commercial  catastrophe 
brought  about  in  1810,  by  the  extravagant  speculations  on  the 
opening  of  the  Brazils  to  British  trade.  Precisely  the  same 
course  occurred  in  1824.  The  recognition  of  the  independence 
of  the  South  American  States  and  Mexico  opened  out  a  bound- 
less field  for  speculation,  and  the  consumption  of  British  manu- 
fiictnres ;  and  this  spirit  of  speculation  was  aggravated  to  the 
utmost  by  the  visions  of  countless  wealth  which  was  to  be  ex- 
tracted ftom  the  gold  and  silver  producing  countries,  and 
immense  schemes  were  formed  for  working  the  mines  with 
British  capital.  However,  the  long  stniggle  for  independence 
had  inspired  the  British  people  with  much  sympathy  for  the 
juvenile  republics,  and  when  they  wanted  to  borrow  money  to 
support  their  public  credit,  the  British  were  only  too  eager  to 
lend  it.  It  is  alleged  that  £150,000,000  of  British  capital  was 
sank  in  different  ways  in  Mexico  and  South  America. 

22.  Although  the  symptoms  of  a  coming  mercantile  catas- 
trophe were  plainly  evident  in  the  beginning  of  1825,  the 
speech  put  into  the  King's  mouth  declared  the  utmost  gratifica- 
tion at  the  continuance  and  the  progressive  increase  of  the 
public  prosperity.  "  There  never  was  a  period,"  it  said,  "  in  the 
history  of  this  country,  when  all  the  great  interests  of  the 
nation  were  at  the  same  time  in  so  thriving  a  condition,  or  when 
a  feeling  of  content  and  satisfaction  was  more  widely  diffused 
through  all  classes  of  the  British  people."  The  speech  of  Lord 
Dudley  and  Ward  was  exactly  in  the  same  strain.  After  con- 
trasting the  sufferings  the  nation  had  gone  through,  during  the 
last  30  years,  he  said  it  was  his  good  fortune  to  ask  their  lord- 
ships to  carry  to  the  foot  of  the  throne  their  unmixed,  and,  he 
hoped,  their  unanimous  congratulations,  upon  a  state  of  pros- 
perity, such  as  he  believed  was  unequalled  in  this  country,  and 
had  never  been  surpassed  in  any  age  or  nation.  And  yet,  though 
the  whole  debate  was  in  this  strain,  no  sooner  was  it  ended, 
than  the  Lord  Chancellor  called  the  attention  of  the  House  to 
the  dangerous  extent  to  which  the  mania  for  joint  stock  com- 
panies had  gone,  and  said  he  would  move  for  leave  to  bring  in  a 
bill  to  restrain  the  system.    Within  seven  weeks  after  that  Lord 
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Landerdale  called  the  attention  of  the  House  to  the  ^' Airy  for 
joint  stock  companies  which  had  taken  possession  of  the  people/' 
and  said  that  the  schemes  already  subscribed  for  amounted  to 
£200,000,000. 

28.  The  following  extract  from  the  Annual  Register  of  1824 
contains  a  sufficient  description  of  the  rising  of  the  Joint 
StxxJi:  Company  mania.  After  stating  that  the  ^' mines  of 
Mexico"  was  a  phrase  which  opened  visions  of  boundless 
wealth  to  the  imagination,  and  how  the  mania  spread  from 
foreign  enterprises  to  home  ones,  it  says — 

*'  In  all  these  speculations,  only  a  small  instalment,  seldom  ex- 
ceeding 5  per  cent.,  was  paid  at  first,  so  that  a  very  moderate  rise 
in  the  price  of  the  shares  produced  a  large  profit  on  the  sum 
actually  invested.  If,  for  instance,  shares  of  £100  on  which  £5 
had  been  paid,  rose  to  a  premium  of  £40,  this  yielded  on  every 
share  a  profit  equal  to  eight  times  the  amount  of  the  money 
which  had  been  paid.  This  possibility  of  enormous  profit,  by 
risking  so  small  a  sum,  was  a  bait  too  tempting  to  be  resisted. 
All  the  gambling  propensities  of  human  nature  were  constantly 
solicited  into  action,  and  crowds  of  individuals  of  every  de- 
scription— the  credulous  and  the  suspicious — the  crafty  and  the 
bold — the  raw  and  the  experienced — the  intelligent  and  the  ig- 
norant— princes,  nobles,  politicians,  placemen,  patriots,  lawyers, 
physicians,  divines,  philosophers,  poets,  intermingled  with  women 
of  all  ranks  and  degrees — spinsters,  wives,  and  widows,  hastening 
to  venture  some  portion  of  their  property,  in  schemes  of  which 
scarcely  anything  was  known  except  the  name." 

As  a  specimen  of  the  madness  of  the  speculations,  we  may 
quote  the  prices  of  mining  shares.  The  Anglo-Mexican,  on 
which  £10  was  paid,  were  at  £43  on  December  10th,  1824,  on 
the  11th  January,  1825,  they  were  at  £150.  The  Real  del 
Monte,  with  £70  paid,  were  at  £550  in  December,  and  at  £1,350 
in  January,  and  others  in  similar  proportions.  The  prices  of 
most  other  commodities  doubled  and  tripled. 

24.  Now,  what  was  the  conduct  of  the  Bank  of  England 
during  this  period?  The  bullion  which  stood  above  £14,000,000 
in  January,  1824,  was  reduced  to  £11,600,000  in  October,  1824. 
The  exchange  on  Paris  had  been  Ming  ever  since  the  close  of 
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1828.  The  last  time  it  waa  above  par  was  in  June,  and  since 
then  the  faW.  had  been  continuous.  The  decrease  in  bullion  had 
been  steady,  uniform,  and  rapid  ever  since  March.  Now,  when 
it  was  known  that  immense  sums  were  leaving  the  country,  and 
the  exchange  falling  lower,  what  did  the  Bank  do  ?  It  increased 
its  issues.  During  the  month  of  October,  1824,  they  were  in- 
creased £2,300,000.  When  every  consideration  of  common 
sense  and  prudence,  demanded  a  rapid  contraction,  when  the 
speculative  fever  was  plainly  declared,  instead  of  doing  what 
i^ej  could  to  check  it,  they  added  fael  to  the  flames.  But  the 
Directors  seemed  determined  to  set  all  the  principles  of  the 
Bullion  Report  at  defiance;  and  the  drain  upon  them  pro- 
ceeded with  increased  severity.  In  April,  1825,  the  bulUon  was 
diminished  by  upwards  of  £4,000,000,  and  their  issues  were 
£3,600,000  higher  when  they  had  only  £6,650,000  of  bullion  than 
when  they  had  £14,000,000. 

25.  The  speculative  fever  was  at  its  height  in  the  first  four 
months  of  1825,  when  it  had  spent  its  force  and  came  to  an  end 
in  the  natural  course  of  things.  Vast  numbers  of  persons  who 
had  embarked  in  these  wild  schemes,  with  the  hope  of  selling 
out  of  them  before  the  inevitable  crash  came,  were  now  called 
upon  for  their  subscriptions.  Vast  quantities  of  capital  having 
been  already  absorbed,  had  the  inevitable  effect  of  raising  the 
rate  of  interest.  Successive  calls  compelled  the  weaker  holders 
to  realise,  and,  while  the  calls  for  ready-money  were  immediate 
and  pressing,  the  prospect  of  returns  was  distant  and  uncertain. 
Accordingly,  after  May  and  June,  the  decline  was  rapid.  The 
South  American  loans,,  and  the  Mexican  mining  schemes,  proved 
ahnofit  universally  total  losses.  In  the  meantime,  that  slack 
water,  which  Mr.  Tooke  observes,  always  precedes  a  great  turn 
in  the  tide  of  prices,  took  place.  The  increase  of  commodities 
which  speculation  had  caused,  could  no  longer  be  kept  from 
being  realised,  prices  fell  as  rapidly  as  they  had  risen.  The 
obligations  of  the  speculators  now  became  due,  and  the  sale  of 
the  commodities  had  to  be  forced  to  meet  them.  Universal  dis- 
credit now  succeeded,  goods  became  unsaleable,  so  that  stocks 
which  are  usually  held  in  anticipation  of  demand,  were  wholly 
unavailable  to  meet  the  pecuniary  engagements  of  the  holders. 
Merchants^  who  had  accepted  bills  for  only  half  the  value  of  the 
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goods  consigned  to  them,  were  nnable  to  realise  even  that  half^ 
or  even  obtain  advances,  on  security  of  the  bills  of  lading,  and 
even  the  advances  already  made  were  peremptorily  called  in. 
The  usury  laws,  which  limited  interest  to  5  per  cent,  greatly 
aggravated  the  distress;  nobody  would  lend  money  at  5  per 
cent,  when  its  real  value  was  so  much  greater ;  hence,  num- 
bers who  would  gladly  have  paid  8  or  10  per  cent,  interest^  were 
obliged  to  sell  goods  at  a  difference  of  30  per  cent  for  cash 
compared  with  the  price  for  time. 

26.  The  bankers  in  the  country  had  followed  exactly  in  the 
steps  of  the  Bank  of  England.  While  the  fever  was  raging 
they  had  increased  their  issues  and  liabilities,  by  speculative 
advances  on  commodities.  The  persons  to  whom  these  ad- 
vances had  been  made,  had  no  means  of  repaying  them,  but 
the  "  promises  to  pay  "  the  bankers  had  lent  them,  still  remained 
in  circulation,  and  must  be  met.  The  bankers  foresaw  the  coming 
storm,  and  endeavoured  to  provide  fiinds  to  meet  it.  The  Bank 
of  England  itself  had  its  eyes  open  to  the  suicidal  career  it  was 
following  in  May,  and  then  endeavoured  violently  to  contract  its 
issues.  Thi?  sudden  change  of  policy,  only  aggravated  the 
general  feeling  of  discredit.  During  the  autumn  everything 
portended  the  approach  of  the  impending  catastrophe.  The 
following  table  shews  the  progressive  decrease  in  the  bullion  in 
the  Bank,  during  1824  and  1825 — 


1824. 

Jan.  31 £13,527,850 

Feb.  28 13,800,390 

March  27       ..      ..  13,871,280 

April  24 13,405,550 

May  29 12,887,840 

June  26 12,809,140 

July  31 11,814,720 

Aug.  28 11,763,550 

Sept.  26 11,811,500 

Oct.  30 11,433,430 

Nov.  27 11,323,760 

Dec.  24 10,721,190 


1825 

Jan.  29      £9,490,420 

Feb.  26 8,857,730 

March  26 8,152,340 

April  30 6,659,780 

May  28 6,131,300 

June  25 6,482,040 

July  30 4,174,880 

Aug.  27 3,626,670 

Sept.  24 3,496,690 

Oct.  29      8,150,360 

Nov.  26 3,012,160 

Dec.  31 1,260,890 


27.  The  inevitable  cantre  coup  of  the  undue  expansion  of 
credit  in  the  spring  began  to  press  heavily  on  the  country  banks 
in  the  autumn  of  1825.    It  gradually  became  severer  during  the 
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mcmth  of  November.  On  the  29th  November  it  was  annonnoed 
in  the  London  papers  that  Sir  William  Elford's — a  large  bank 
at  Plymonih — had  failed^  and  that  was  immediately  followed  by 
the  &11  of  Wentworth  and  Co.,  a  great  Yorkshire  firm.  By  the 
Srd  December,  the  panic  had  fairly  set  in,  and  the  whole  city 
was  thrown  into  the  most  violent  state  of  alarm  and  constema- 
tion.  On  that  day  (Saturday)  some  of  the  directors  were 
informed  that  the  house  of  Pole,  Thornton,  and  Co.,  one  of  the 
leading  city  banking  houses,  was  in  difficulties,  and  at  a  hurried 
meeting  held  on  the  following  day  it  was  decided  to  place 
£300,000  at  their  disposal  upon  proper  security.  During  that 
week  the  utmost  attention  was  paid  to  the  position  of  that 
house  which  fought  it  through  the  following  week,  though  it 
was  privately  known  to  the  governor  that,  if  the  storm  did  not 
abate,  they  must  fail  on  the  Monday  morning.  Instead  of 
abating,  however,  it  became  more  furious  than  ever  on  Monday  ; 
and  Pole  and  Co.  stopped  payment,  and  the  ruin  of  forty 
country  banks  which  were  connected  with  them  was  expected. 

28.  The  fEdl  of  this  great  banking  house  was  the  signal  for  a 
general  run  upon  all  the  Ix)ndon  bankers,  and  three  or  four 
more  gave  way,  and  spread  universal  consternation  among  the 
country  banks,  sixty-three  of  which  succumbed  to  the  crisis, 
thou^  a  considerable  number  paid  20s.  in  the  pound,  and 
eventually  resumed  business. 

29.  From  Monday,  the  12th,  to  Saturday,  the  17th  December 
was  the  height  of  the  crisis  in  London.  Mr.  Richards,  the 
Deputy-Governor  of  the  Bank  at  that  time,  said — 

''On  Monday  morning  the  storm  began,  and  till  Saturday 
night  it  raged  with  an  intensity  that  it  is  impossible  for  me  to 
describe;  on  the  Saturday  night  it  had  somewhat  abated.  The 
Bank  had  taken  a  firm  and  deliberate  resolution  to  make  com- 
mon cause  with  the  country,  as  far  as  their  humble  efforts 
would  go,  and  on  Saturday  night  it  was  my  happiness,  when  I 
went  up  to  the  Cabinet  reeling  with  fatigue,  to  be  able  just  to 
call  out  to  my  Lord  Liverpool,  and  to  the  members  of  His 
Majesty's  Oovernment  then  present,  that  all  was  well ;  that  was, 
I  believe,  on  the  evdning  of  Saturday,  the  17th  December.  Then 
in  the  following  week  things  began  to  get  a  little  more  steady, 
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and  by  the  24th,  what  with  the  £1  notes  that  had  gone  out  and 
other  things,  people  began  to  be  satisfied,  and  then  it  was  for  the 
first  time  in  a  fortnight,  that  those  who  had  been  busied  in  thai 
terrible  scene  could  recollect  that  they  had  families  who  had 
some  claim  on  their  attention.'* 

80.  As  the  crisis  was  evidently  approaching  at  the  end  of 
November,  the  papers  discussed  the  probable  policy  of  ihe 
Bank,  and  it  was  generally  anticipated  that  it  would  continue  to 
contract  its  issues,  and  let  the  evil  work  its  own  cure  by  the  M 
of  those  houses  which  had  been  imprudent  in  their  speculations, 
and  this  was  the  course  adopted  by  the  Bank,  and  to  which  they 
adhered  as  matters  grew  worse,  and  they  were  supported  in  it 
by  public  opinion.  On  the  day  after  Pole  and  Co.  fell  another 
house  of  equal  magnitude  fell,  Williams,  Burgess,  and  Go.  The 
panic  then  became  universal,  and,  as  the  directors  thought  that 
they  would  certainly  have  to  stop  payment,  they  sounded  the 
Government  as  to  a  B^triction  Act,  but  the  Government 
absolutely  declined  it,  and  it  was  resolved  that  the  Bank  should 
pay  away  its  last  sovereign.  The  Mint  was  kept  constantly  at 
work  day  and  night,  but  it  could  not  supply  coin  with  suflScient 
rapidity,  so  that  it  kept  constantly  diminishing.  On  the 
Saturday  the  coin  in  the  Bank  vaults  scarcely  exceeded  one 
million,  but,  by  a  happy  circumstance,  when  the  Saturday 
evening  came  the  tide  receded,  and  the  directors  were  able  to 
assure  the  Ministry  that  all  danger  was  over. 

31.  The  great  pressure  had  produced  the  effect  which 
necessarily  results  from  such  circumstances.  The  great  increase 
in  the  value  of  money  here,  had  turned  the  exchanges  in  favour 
of  the  country,  the  directors  expected  remittances  from  Paris, 
and  they  fortunately  came  sooner  than  was  expected.  On  the 
Monday  following  the  19th,  about  £400,000  came  from  France, 
and  the  demand  having  sensibly  abated,  the  supplies  ftx)m  the 
Mint  fully  equalled  the  sums  drawn  out  of  the  Bank— or  rather 
exceeded  them. 

82.  Mr.  Huskisson  said  afterwards,  in  the  House  of  Commons, 
that,  during  forty-eight  hours  (Monday  and  Tuesday,  December 
12  and  13),  it  was  impossible  to  convert  into  money  to  any  ex- 
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tent  the  best  securities  of  the  Oovemment.  Persons  could  not 
sell  Exchequer  bills,  nor  Bank  stock,  nor  East  India  stock,  nor 
the  public  ftinds.  Mr.  Baring  said  that  men  would  not  part 
with  their  money  on  any  terms,  nor  for  any  security.  The  extent 
to  which  the  distress  had  reached  was  melancholy  to  the  last 
degree.  Persons  of  undoubted  wealth  and  real  capital,  were 
seen  walking  about  the  streets  of  London,  not  knowing  whether 
they  should  be  able  to  meet  their  engagements  for  the  next  day. 
By  this  time,  however,  the  exchange  had  decidedly  turned  in 
&Tonr  of  the  country,  and  on  Wednesday,  the  14th,  the  Bank 
totally  changed  their  policy,  and  discounted  with  the  utmost 
profoseness.  They  made  enormous  advances  on  Exchequer  bills 
and  securities  of  aJl  sorts.    Mr.  Harman  said — 

**  We  lent  it  by  every  possible  means,  and  in  modes  we  had 
never  adopted  before ;  we  took  in  stock  as  security,  we  purchased 
Exchequer  bills,  we  made  advances  on  Exchequer  bills,  we  not 
only  discounted  outright,  but  we  made  advances  on  deposit  of 
UHb  of  exchange  to  an  immense  amount ;  in  short,  by  every 
poasible  means,  consistent  with  the  safety  of  the  Bank,  and  we 
were  not,  on  some  occasions,  over  nice;  seeing  the  dreadful 
state  in  which  the  public  were,  we  rendered  every  assistance  in 
our  power." 

This  audacious  policy  was  crowned  with  the  most  complete 
soocess,  t?ie  panic  was  stayed  almost  immediately.  On  Friday 
evening,  the  16th,  the  Courier  said — "We  are  happy  to  think 
that  the  worst  is  over,  though  there  are  still  great  demands  upon 
the  Bank,  particularly  from  the  country."  The  same  paper,  on 
the  next  day,  the  17th,  said — "Although  public  confidence  is 
on  the  return  in  the  metropolis,  and  things  are  resuming  their 
nsnal  course,  yet,  as  might  be  expected,  this  has  not  yet  commu- 
nicated itself  to  the  country."  In  fact,  the  London  panic  was 
completely  allayed  in  this  week  by  the  proftise  issue  of  Bank 
notes.  Between  the  Wednesday,  the  14th,  and  the  Saturday,  the 
17th,  the  Bank  issued  upwards  of  £5,000,000  of  notes. 

83.  The  waves  of  discredit,  however,  were  propagated  through 
the  country,  and  throughout  the  following  week  the  demand 
stin  continued  great  from  the  London  bankers  for  their 
country  correspondents.  During  the  course  of  it,  it  came  to  the 
remembrance  of  some  of  the  directors  that  there  was  a  chest 
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of  their  £1  notes  which  had  never  been  used.  As  soon  as  this 
was  discovered,  it  occurred  to  them  that  they  might  be  nsed  to 
stay  the  panic  in  the  country  districts,  and  the  discredit  of  the 
country  bank  notes.  Upon  communicating  this  idea  to  the 
London  bankers^  it  was  eagerly  approved  of,  and  the  sanction  of 
the  Government  was  asked  for  the  experiment.  The  Government 
consented,  and  the  notes  were  sent  off  to  the  country  bankers 
without  delay,  and  produced  instantaneous  relief.  At  Norwich, 
when  the  Gumeys  shewed  upon  their  counter  so  many  feet  of 
Bank  notes  of  such  a  thickness,  it  stopped  the  run  in  that  part 
of  the  country.  By  the  24:th  December  the  panic  was 
completely  allayed  all  over  the  country,  and  the  amount  of  the 
£1  notes  the  Bank  issued  was  under  £500,000,  and  by  the 
beginning  of  1826  the  credit  of  the  banking  world  was 
completely  restored. 

84.  The  circumstances  of  this  famous  crisis  are  the  most 
complete  and  triumphant  examples  of  the  unquestionable  truth 
of  the  principlos  of  the  Bullion  Report,  .and  of  Sir  Francis 
Baring,  already  quoted  in  Chapter  VIII.  When  the  drain  of 
treasure  from  the  Bank  was  severe  and  unceasing,  and 
notoriously  for  exportation,  on  account  of  foreign  loans,  the 
Bank,  with  infatuated  obstinacy,  had  increased  their  issues  instead 
of  contracting  them,  in  defiance  of  the  clearest  warnings  of  the 
Bullion  Report.  When,  after  six  months'  continuance  in  this 
fatal  policy,  they  at  last  reversed  their  course,  and  contracted 
their  issues.  In  the  course  of  the  autumn  the  drain  for  the 
exportation  ceased,  but  continued  for  internal  purposes;  the 
demand  for  gold  was  entirely  to  support  the  tottering  credit  of 
the  country  bank  notes.  Now,  as  the  country  bankers  were 
only  too  glad  to  withdraw  their  own  notes,  and  substitute  gold 
for  them,  there  was  not  the  slightest  danger  of  an  increase  of 
Bank  of  England  notes  adding  to  the  general  amount  of  paper 
currency  in  the  country,  but  just  the  reverse;  consequently, 
it  was  just  the  precise  case  in  which  Sir  Francis  Baring  and  the 
Bullion  Committee  said  that  it  was  the  duty  of  the  Bank  of 
England  to  extend  its  issues  to  support  general  credit.  There 
was  not  the  smallest  danger  that  an  extension  of  issues  would, 
under  such  circumstances,  turn  the  foreign  exchanges  against 
the  country.    The  character  of  the  demand  was  declared  in  the 
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most  unmiBtakeable  manner.  On  Thursday,  the  15th,  a  meeting 
of  merchants  and  others  took  place  at  the  Mansion  House,  when 
it  was  stated  that  Sir  P.  Pole  and  Co.  had  a  surplus  of  £170,000 
after  payment  of  all  claims  against  them,  besides  large  landed 
property  belonging  to  Sir  Peter  Pole,  and  alwut  £100,000,  the 
private  property  of  other  members  of  the  firm.  Williams  and 
Burgess  had  enough  to  pay  40s.  in  the  pound.  Now,  if  the 
course 'which  was  adopted  on  the  Wednesday  had  been  adopted 
on  the  Monday,  the  whole  of  that  terrific  crisis  would  have 
been  saved.  Mr.  Vincent  Stuckey,  one  of  the  most  eminent 
country  bankers  in  the  kingdom,  says — 

**My  opinion  was  that  the  crisis  at  that  time  was  brought 
on  by  excessive  issues ;  but,  when  the  panic  came,  country  bank 
paper  was  brought  in  for  Bank  of  England,  and,  therefore,  all 
that  was  immediately  wanted  was  an  Exchange  of  Papee.  I 
stated,  in  a  letter  I  wrote  upon  the  subject  to  the  Bank  on  the 
14th  of  December,  1825,  that  they  would  not  have  to  increase 
the  sum  total  of  circulation,  but  that  all  they  would  have  to  do 
was  to  exchange  A  for  B ;  and  in  my  letter  I  recommended 
them  to  issue  a  million  a  day,  which  they  did ;  for,  otherwise 
most  of  the  Banks  in  London,  as  well  as  the  country,  must  have 
stopped." 

And,  accordingly,  they  did  issue,  and  all  contemporary  evidence 
proves  that  it  was  this  profuse  issue  £5,000,000  of  paper  in  a 
few  days  that  stayed  the  panic.  If  they  had  persevered  in  the 
restrictive  policy  for  three  days  longer,  the  total  and  entire 
destruction  of  commercial  credit  would  infallibly  have  ensued. 
In  short,  if  they  had  followed  the  precedents  of  1798  and  1797, 
80  strongly  condemned  by  the  Bullion  Rejiort,  all  credit  would 
have  been  destroyed ;  they  followed  the  principles  laid  down  in 
the  Bullion  Report,  and  the  country  was  saved. 

85.  When  the  causes  of  this  terrible  calamity  came  to  be 
discussed,  there  were  not  wanting  many  who  laid  the  whole 
blame  to  the  excessive  issues  of  the  Bank,  as  well  as  the  excessive 
issues  of  the  country  banks.  But  though  it  is  indisputable  that 
the  Bank  acted  on  the  most  unsound  principles,  in  not  contracting 
its  issues  when  the  great  drain  of  bullion  for  exportation  was 
going  on,  it  is  a  mere  delusion  for  men  to  attribute  the  conse- 
quences of  their  own  wild  and  extravagant  mania  to  the  Bank 
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of  England,  or  to  any  bank.    The  errors  of  all  the  banks  pc^^/ 
together  were  trivial   compared   to  the  outbreaks  of  specnlativ^ 
insanity  which  seized  upon  all  classes.    It  was  not  the  issues  c^ 
some  Bank  notes  more  or  less  which  originated  the  calamity^, 
but  the  insatiable  thirst  for  growing  suddenly  rich,  that  seized 
upon  so  many  persons,  and  led  them  to  embark  in  the  maddest 
schemes  totally  out  of  their  line  of  business.    Was  it  the  issne 
of  Bank  notes  that  led  a  respectable  bookselling  firm  to  risk 
£100,000  on  a  speculation  in  hops? 

36.  The  Bank  had  committed  many  errors  before,  as  seriouB 
as  those  of  1825,  without  leading  to  any  such  disaster.  In  fact, 
it  was  the  nature  of  the  speculations  which  men  had  rushed 
headlong  into  that  must  inevitably  have  brought  about  a  most 
terrible  calamity  if  there  had  not  been  a  Bank  note  in  existence. 
The  speculative  mania  of  1694  took  place  before  the  Bank  was 
in  existence ;  the  great  South  Sea  bubble  mania  took  place  when 
there  were  no  country  banks  at  all,  and  no  one  accused  the  Bank 
of  England,  or  the  London  bankers,  of  having  made  too  profuse 
issues  of  notes  then ;  and  the  great  railway  mania  of  1845-6 
took  place  after  it  was  supposed  that  the  Act  of  1844  had 
effectually  secured  the  country  against  the  recurrence  of  similar 
calamities. 

37.  The  bold  policy  of  the  Bank  of  England  in  that  terrible 
week,  in  entire  accordance  with  the  principles  laid  down  by  Sir 
Francis  Baring  and  the  Bullion  Report,  not  only  saved  a  multi- 
tude of  commercial  houses,  both  banking  and  trading,  but 
certainly  preserved  itself  from  bankruptcy.  Though  several 
banks  did  succumb,  the  distress  was  slight,  compared  to  what 
it  would  have  been  if  the  Bank  had  persevered  in  adhering  to 
the  policy  of  1797.  Many  houses,  it  is  true,  that  were  aided  by 
the  Bank,  were  only  enabled  to  stagger  on  for  a  short  time 
longer,  and  subsequently  failed  when  their  obligations  became 
due ;  but  delaying  their  fall  even  for  a  short  time,  till  the  panic 
had  subsided,  was  of  considerable  service. 

38.  The  worthless  character  of  a  great  portion  of  the  country 
paper  had  greatly  aggravated  the  intensity  of  the  calamity ;  in 
fact,  it  began  with  them,  and  the  great  commercial  feilures  did 
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not  take  place  until  after  the  banking  panic  had  snbfiided.  The 
OoYemment  and  the  Bank,  at  last  learning  wisdom  from  these 
repeated  convulsions,  which  seemed  to  recur  periodically,  became 
seusible  that  it  was  imperatively  necessary  to  provide  a  currency 
of  a  more  solid  description  for  the  country,  and  that  the  frightful 
evils  of  the  monopoly  of  the  Bank  of  England  must  come  to 
an  end. 

89.  Parliament  met  on  the  3rd  of  February,  1826,  and  six 
paragraphs  of  the  speech  from  the  Throne  were  occupied  with 
the  commercial  catastrophe,  and  it  said  that  part  of  the  remedies 
to  be  applied  consisted  in  placing  the  currency  and  circulating 
credit  of  the  country  on  a  more  firm  foundation.  Lord  King 
said  that  the  causes  of  the  calamity  were  partly  to  be  attributed 
to  the  Government,  in  a  greater  degree  to  the  country  banks, 
and  in  a  still  greater  degree  to  the  Bank  of  England  monopoly. 
There  was  no  period  of  distress  during  the  last  thirty  or  forty 
years,  in  which  the  conduct  of  that  estabhshment  had  not  been 
injurious,  and  in  every  case  aggravated  it.  It  was  a  most  faulty 
machine.  It  was  impossible  that  a  Bank  so  incorporated  could 
do  good.  If  the  purpose  was  to  erect  an  establishment  to  do 
mischief,  they  would  erect  it  on  the  very  principles  of  the  Bank. 
They  would  give  it  a  monopoly,  remove  from  it  all  fear  of 
rivdry,  and  connect  it  with  the  Government.  He  lamented  that 
the  pressure  of  the  country  gentlemen  and  the  country  bankers 
had  been  too  powerful  to  be  resisted  by  the  Ministry  in  1822, 
and  had  forced  them  to  continue  the  issues  of  £1  and  £2  notes 
to  keep  up  prices  and  encourage  speculation.  The  Earl  of 
Liverpool  chiefly  blamed  the  excessive  issues  of  the  country, 
banks,  and  said  that  the  small  notes  must  be  gradually  with- 
drawn, and  a  metallic  currency  substituted.  He  said  that  he 
was  perfectly  satisfied,  and  had  entertained  the  conviction  for 
years,  that  the  country  had  grown  too  large,  that  its  concerns 
had  become  too  extensive  to  allow  of  the  exclusive  privilege  of 
the  Bank  of  Englend.  Its  privileges  had  operated  in  a  most 
extraordinary  and,  as  he  thought,  unfortunate  manner  for  the 
country.  Any  small  tradesman,  a  cheesemonger,  a  butcher,  or  a 
shoemaker,  might  open  a  country  bank,  but  a  set  of  persons,  with 
a  fortune  sufficient  to  carry  on  the  concern  with  security,  were 
not  permitted  to  do  so. 
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40.  The  Ministry  took  upon  themselves  to  prohibit  any  more 
stamps  being  issued  to  the  country  banks  for  £1  and  £2  notes. 
The  Chancellor  of  the  Exchequer  said  that  those  notes  were  to 
be  deprecated  as  an  infringement  of  the  Act  of  1 8 1 9,  which  no  man 
could  deny  was  passed,  if  ever  any  Act  was,  with  the  unanimous 
approbation  of  all  the  parties  of  which  Parliament  was  composed : 
an  Act  which  had  been  solemnly  resolved  upon  as  the  only  mea- 
sure which  could  enable  the  country  to  meet  any  future  danger, 
by  placing  the  circulating  medium  on  a  permanent  and*  stable 
fix>ting.  No  man  could  insinuate  that  that  Act  was  not  the 
result  of  the  deliberate  conviction  of  almost  every  individual  of 
every  party  in  that  House.  He  then  detailed  the  continual  evil 
and  insecurity  of  the  small  notes,  and  said  that  he  always  had 
regretted,  and  still  regretted,  the  step  taken  by  Parliament  in 
1822,  which  permitted  them.  The  intention  of  the  Government 
was,  therefore,  to  suppress  them  as  soon  as  possible  in  England, 
and  subsequently  in  Scotland  and  Ireland.  He  moved  a  reso- 
lution, that  no  fresh  notes  were  to  be  issued  by  country  bankers  in 
England  under  £5,  and  that  those  printed  before  the  5th  of  Feb- 
ruary, 1826,  might  be  issued,  re-issued,  and  circulated,  until 
the  5th  April,  1829,  and  no  longer. 

41.  The  opinions  expressed  in  Parliament  and  the  country 
were,  of  course,  most  conflicting,  as  to  the  causes  of  this  great 
catastrophe,  but  the  great  preponderance  of  opinion  was  adverse 
to  the  small  note  issues.  Mr.  Baring,  who  defended  the  country 
bankers  from  the  accusations  levelled  against  them,  said  that 
their  small  notes  were  bad  as  a  permanent  system,  and  they 
ought  to  be  called  in.  Even  although  they  might  sometimes  be 
of  almost  indispensable  use  to  the  country,  still,  if  the  misery 
which  had  been  caused  by  their  use,  among  the  poorer  classes, 
was  taken  into  consideration,  it  was  a  sufiicient  reason  why  the 
nuisance  should  be  abated  ;  and  it  was  his  opinion  that  the  House 
had  not  got  rid  of  this  deluge  of  paper  at  the  time  when  it  had 
the  power  to  do  so,  and  that  it  had  not  resisted,  as  it  ought  to 
have  resisted,  the  importunity  of  the  country  bankers.  That 
these  small  notes  should  be  abolished  as  soon  as  practicable. 

42.  Mr.  Huskisson  described  the  frightful  nature  of  the 
panic  during  48  hours  (Monday  and  Tuesday,  December  12  and 
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13^  and  said  that  it  had  been  trnlj  observed  that  the  Bank,  by 
ItB  prompt  and  efficacious  assistance,  had  pat  an  end  to  the 
panic,  and  averted  the  ^oin,  which  threatened  all  the  banking 
establishments  in  London,  and,  through  them,  the  banking  estab- 
lishments and  monied  men  all  over  the  country.  The  conduct 
of  the  Bank  had  been  most  praiseworthy,  and  had,  in  a  great 
degree,  saved  the  country  ^m  a  general  convulsion.  The 
Bank,  through  its  prompt,  efficacious,  and  public-spirited 
oondncty  had  had  the  countenance,  advice,  and  particular  recom- 
mendation of  the  Premier  and  Chancellor  of  the  Exchequer.  He 
admitted  that  the  commercial  distress  in  Scotland  was  very 
great,  bat  that  did  not  prove  that  the  system  of  Scotch  banking 
did  not  afford  greater  securities  than  the  English  system,  and  that 
it  was  desirable  to  introduce  it  into  this  country.  He  then 
described  the  wild  spirit  of  speculation  which  had  seized  the 
country,  which  produced  a  rise  of  prices  so  rapid  as  had  never 
been  equalled.  He  might  mention,  as  an  instance,  the  prioe  of 
nutmegs,  which  rose  in  one  mouth  from  2s.  6d.  to  12s.  6d.  a  lb., 
and  speculation  in  other  spices  caused  a  corresponding  rise  in 
their  prices.  The  mania  extended  equally  to  other  articles  of  con- 
sumption ;  merchants,  traders,  shopkeepers,  clerks,  and  apprentices 
partook  equally  of  the  frenzy  of  vying  with  each  other  in  their 
endeavours  to  secure  a  monopoly  of  each  article.  And  this 
state  of  things  took  its  rise,  not  among  the  wild,  insane,  and 
bedlamite  schemers,  but  among  those  who  were  considered  the 
sober,  steady,  merchants  and  traders  of  the  metropolis.  And  all 
this  took  place  at  a  time  when  money  was  rapidly  leaving  the 
oonntry.  Now,  if,  when  it  was  leaving  the  country  so  rapidly, 
it  was  still  hawked  about  at  a  greatly  lowered  rate  of  interest, 
that  showed  there  must  be  something  wrong  in  the  currency. 
And  to  what  would  any  .sober  man  say  such  a  state  of  things 
most  come  to  at  last  ?  The  Bank,  at  last,  wmj  obliged  to  provide 
for  its  own  safety,  by  narrowing  its  issues,  which  checked  the 
spirit  of  speculation,  and  as  a  necessary  result,  those  country 
banks  whidi  had  been  most  rash  and  immoderate  in  aiding  these 
speculations  by  advances,  were  ruined.  The  ruin  of  these  bad 
and  unstable  banks  had  affected  even  the  stability  of  the  most 
solvent  ones.  A  general  panic  ensued,  and  seven  or  eight  hun- 
dred country  banks  had  asked  for  assistance  from  the  Bank  of 
England.    She  had  700  or  800  drains  for  gold  suddenly  opened 
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npon  her.  Was  this  a  safe  or  proper  condition  to  leare  the 
conntrj  in  ?  Certainly  not.  It  was  his  opinion,  an  opinion  not 
hastily  formed,  bat  the  result  of  long  and  anxious  observation, 
that  a  permanent  state  of  cash  payments,  and  a  circulation  of 
one  and  two-pound  notes  could  not  co-exist.  If  there  were  in 
any  country  a  paper  and  a  coin  currency  of  the  same  denom- 
ination, the  paper  and  the  coin  could  not  circulate  together,  the 
paper  would  drive  out  the  coin.  Let  crown  notes  be  made,  and 
a  crown  piece  would  never  be  seen,  make  half-crown  notes,  and 
no  half-crowns  would  remain  in  circulation.  Allow  one-pound 
notes  to  circulate,  and  we  should  never  see  a  sovereign.  One  of 
the  great  evils  they  were  called  on  to  correct  was  the  excessive 
issue  of  paper.  This  had  been  the  cause  of  the  greatest  distress, 
it  had  caused  the  ruin  of  thousands  of  innocent  persons. 
Nothing  but  disgrace  and  danger  could  attend  the  deviation  from 
the  true  principles  of  currency,  which  Parliament  had  solemnly 
recognised.  If  they  wished  to  prove  the  value  of  a  steady  un- 
changeable currency,  they  had  it  in  the  example  of  France, 
which  had  twice  been  invaded  by  a  foreign  army,  her  capital 
had  been  taken,  and  she  had  been  obliged  to  pay  a  large  sum  to 
foreign  countries  for  com,  but  she  had  a  steady  metallic  currency, 
and,  however  much  the  great  contractors  might  have  suffered, 
the  great  body  of  the  people  had  remained  uninjured.  This 
was  due  to  the  excellent  footing  upon  which  the  currency  of 
that  country  was  established.  If  this  measure  was  adopted, 
every  country  banker  would  be  obliged  to  have  as  great  a  regard 
to  the  exchanges  as  the  Bank  of  England,  and  be  compelled  to 
provide  for  his  own  safety,  without  leaning  upon  the  Bank  in 
times  of  danger.  Now  was  the  time  to  withdraw  these  small 
notes,  when  the  bankers  were  smarting  under  the  consequences 
of  their  over-issues.  They  had  at  present  a  large  amount  of 
gold  and  bank  notes;  if  they  allowed  the  favourable  time  to 
pass  by,  the  small  notes  would  soon  be  issued  again.  They  had 
now  got  the  gold  in  their  coffers,  and  now  was  the  time  to  pro- 
vide that  it  should  not  be  exported  again.  It  would  be  advan- 
tageous to  the  public  to  have  chartered  joint  stock  banks,  estab- 
lished under  a  proper  system,  with  only  a  limited  liability.  This 
would,  no  doubt,  induce  many  persons,  of  great  fortune  and 
credit,  to  take  shares  in  them,  but  the  Bank  objected  to  the 
extension  of  limited  liabiHty,  and  had  stipulated  that  the  Banks 
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of  Scotland  and  Ireland  should  not  have  this  priyilege.  Some 
thought  that  the  currency  should  be  even  more  purely  metallic 
than  was  now  proposed,  and  that  notes  of  a  higher  denomination 
should  be  suppressed.  For  himself,  he  entirely  diflfered  from 
Mr.  Bicardo,  as  to  the  true  basis  of  the  currency,  and  he  believed 
that  if  Mr.  Eicardo,  ingenious  as  he  was,  had  been  sole  Director  of 
the  Bank  of  England,  it  would  before  now  have  stopped 
payment.  He  thought  Mr.  Bicardo's*view  of  the  currency  quite 
erroneous. 

43.  Sir  John  Newport,  as  a  banker  himself,  considered  the 
issue  of  small  notes  to  be  most  injurious  to  all  connected  with 
them,  as  affording  the  most  dangerous  facilities  for  extravagant 
speculation.  It  had  been  said  that  a  considerable  part  of 
the  commerce  of  the  country  could  not  be  carried  on  if  these 
notes  were  abolished.  He  was  quite  willing  to  accept  that 
alternative,  and  abandon  a  portion  of  our  commerce,  rather  than 

continue  them.    He  did  not  believe  that  such  would  be  the  case. 

Now  was  the  best  time  to  abolish  this  pernicious  system,  when 

80  many  of  the  country  bankers  had  failed. 

44.  Mr.  Secretary  Peel  was  convinced  that  the  root  of  the 
e?il  lay  in  the  monopoly  of  the  Bank  of  England,  and  that  if  in 
the  year  1793  a  set  of  banks  had  existed  in  this  country  on  the 
Scotch  system  it  would  have  escaped  the  danger  it  was  then 
involved  in,  as  well  as  the  calamity  which  had  just  occurred. 
In  1793  upwards  of  100  banks  had  failed.  In  seven  years,  from 
1810  to  1817,  167  commissions  in  bankruptcy  were  issued 
against  country  bankers  ;  in  the  crisis  which  had  just  occmtfed  76 
bilores  had  taken  place.  But,  from  the  different  ways  of  making 
compositions,  etc.,  the  number  of  failures  should  probably  be 
estimated  at  four  times  the  number  of  the  commissions  of 
l^nkruptcy.  What  system  could  be  worse,  or  more  prejudicial 
to  every  interest  in  the  country,  than  one  which  admitted 
of  such  an  enormous  amount  of  failures?  Contrast  what  had 
I>%n  the  case  in  Scotland,  under  a  different  system.  Mr. 
Gilchrist,  a  manager  of  one  of  the  Scotch  banks,  had  been  asked 
by  the  committee  of  1819  how  many  failures  there  had  been  in 
Scotland  within  his  recollection,  and  he  said  there  had  only  been 
<^  that  the  creditors  had  been  paid  14b.  in  the  pound  im- 
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mediatelj,  and  finallj  the  whole  of  their  claims.  These  facts 
were  a  strong  presumptive  proof  that  the  Scotch  system,  if  not 
qnite  perfect,  was  at  least  far  superior  to  the  one  existing  in 
England.  The  present  system  of  conntry  banking  was  most 
prejudicial  in  every  point  of  view.  He  then  described  the 
terrible  misery  caused  by  the  failure  of  the  country  banks.  He 
trusted  that  the  institution  of  Joint  Stock  Banks  would  place  the 
cnrrency  on  a  firmer  footing.  He  most  sincerely  trusted  that 
the  great  ol)stacle  to  the  proposed  institutions,  the  want  of  a 
charter,  would  be  removed.  He  hoped  the  directors  of  the 
Bank  of  England  would  seriously  consider  what  advantage 
they  would  derive  from  refusing  charters  to  these  banks.  He 
himself  could  not  imagine  what  benefit  they  would  derive 
fix>m  it ;  they  no  doubt  had  the  right  to  prevent  such  charters 
being  granted,  but  he  hoped  they  would  refrain  from  exercising 
their  right.  He  eulogised  highly  the  conduct  of  the  directors 
during  the  late  crisis ;  he  could  not  conceive  it  possible  for  any 
body  of  men  to  have  acted  better,  or  to  have  exercised  more 
judgment,  discretion,  and  liberality  than  they  had  done— of  which 
be  hoped  they  would  give  a  further  instance  by  not  opposing 
the  grants  of  charters  to  the  proposed  new  banks.  He  folly 
concurred  with  Mr.  Huskisson,  that  it  was  impossible  to 
maintain  cx)in  in  circulation  if  paper  of  the  same  denomination 
were  allowed  to  circulate  along  with  it.  Now  was  the  most 
favourable  opportunity  of  getting  rid  of  the  small  notes.  It 
would  be  im[)olitic  and  unsafe  to  wait  the  moment  of  returning 
prosperity,  as  the  country  bankers  would  be  more  reluctant  to 
agree  to  it,  and  more  able  to  oppose  it.  To  stand  gazing  on  the 
bank  in  idle  exi)ectation,  now  that  the  river  was  passable,  would 
be  an  irreparable  mistake.  The  ministerial  propositions  prevaUed 
by  a  majority  of  222  to  39,  and  a  motion  to  continue  the  small 
notes  of  the  Bank  of  England  was  rejected  by  06  to  7. 

45.  The  chief  provisions  of  the  Act  (Statute  182G,  c.  G)  for 
prohibiting  small  notes  in  England  are  as  follows — 

1.  The  Act  repealing  the  Act  (Statute  1777,  c.  30)  which 
prohibited  promissory  notes  and  bills  under  203.  was  repealed, 
thereby  reviving  the  former  Act;  but  all  notes  of  private 
bankers  stamped  before  the  5th  of  February,  1826,  or  of  the 
Bank  of  England  stamped  before  the  10th  of  October,  1826, 


SUPPRESSION  OF  SMALL  NOTES.        125 

'^vere  exempted  from  its  operation,  and  were  permitted  to  be 
ifisaed,  re-issaedy  and  negotiated  until  the  5th  of  April,  1829. 

2.  Any  person  after  that  date  making,  issuing,  signing,  or 
x^e-ifisuing  any  note  or  bill  under  £5,  was  subject  to  a  penalty 
of  JC20. 

8.  Any  person  who  published,  uttered,  or  negotiated  any 
promissory  or  other  notes,  or  any  negotiable  or  transferable  bill, 
drafty  or  undertaking  in  writing,  for  the  payment  of  20s.,  or 
aboTe  that  sum  and  less  than  £5,  or  on  which  such  sum  should 
\>e  unpaid,  should  forfeit  the  sum  of  £20. 

4.  These  penalties  were  not  attached  to  any  person  drawing 
a  cheque  on  his  banker  for  his  own  use. 

5.  All  promissory  notes  under  £20,  made  payable  to  bearer 
on  demand,  were  to  be  made  payable  at  the  Bank,  or  place 
^where  they  were  issued ;  and  as  many  more  places  as  the 
issuer  pleased. 

46.    When  the  Government  determined  on  suppressing    the 
small  note  issues    in  England,  they    said    that    it  was    their 
intention  to  extend  the  measure  in  a  short  time  to  Scotland  and 
Ireland.      However    much   Scotland    may  have    suiBFered  from 
commercial    overtrading,    as    every    commercial    country    must 
occasionally  do,  no    banking    panic    had  ever    occurred    such 
as  those  which  had  so  frequently  desolated  England.      As  soon 
as  the  ministerial  intentions  were  known  in   Scotland,  a  great 
ferment  was  excited.      Sir  Walter  Scott  published  three  letters 
on  the  subject,  under  the  name  of  "Malachi  Malagrowther,'* 
which  tendol  much  to  fan  the  public  enthusiasm,  and  such  an 
opposition  was  organised,  that  the  Ministry  were  obliged  to  con- 
Bent  to  appoint  committees    of  both   Houses  on    the    subject. 
These  committees  sat  during  the  spring  of  1826,  and  investigated 
tbe  whole  subject  of  Scotch  banking  at  great  length,  which  had 
been  very  little  understood  in  England  before  that  time;  and 
the  result  was  so  eminently  favourable  to  the  Scotch   banking 
78tem,  that  the  Ministry  abandoned  their  intention  of  attempt- 
ing to  alter  it.    The  evidence  and  reports  of  these  committees 
^iU  be  noticed  further  on. 

47.    The  year  1827  is  memorable  as  the  era  when  the  prin- 
ciples of  the  Bullion  Report  were  at  length  acknowledged  to  be 
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true,  and  professedly  adopted  by  the  Bank.  Mr.  William  Ward 
stated  in  1832  that  there  was  not  a  single  person  in  the  Bank 
but  who  admitted  that  its  issues  should  be  regulated  by  the 
foreign  exchanges  and  the  bullion  market,  or  disposed  to  act  in 
opposition  to  it.  That  in  1819  the  directors  had  forwarded  a 
resolution  to  the  House  of  Commons,  denying  that  the  exchanges 
were  to  be  regarded  in  regulating  the  issues.  Subsequently, 
however,  to  that  year,  opinions  became  changed,  and  they  found 
the  merits  of  the  case  such  as  they  really  were.  He  himself  had 
always  been  convinced  of  the  truth  of  Mr.  Horner's  principle, 
and,  from  his  being  connected  with  the  exchanges,  had  many 
opportunities  of  observing  the  practical  truth  of  it.  The  Bank 
Directors,  however,  were  not  convinced  of  it,  because  they  found 
in  practice,  that  the  exchanges  did  not  follow  the  issues  of  the 
Bank.  But  the  truth  was,  that  they  neglected  to  consider  the 
country  issues,  and  it  was  only  in  1819,  that  they  obtained  a 
correct  account  of  the  issues  of  country  banks ;  when  that  was 
got,  it  was  found  that,  taking  the  Bank  and  the  country  issues 
together,  the  principle  was  shown  to  be  quite  correct.  The 
observation  of  these  facts  had  gradually  convinced  the  Directors, 
and,  in  1827,  he  thought  the  court  ripe  for  expunging  the 
resolution  of  1819,  and  it  had  accordingly  been  done.  And 
in  1832  there  was  not  a  single  director  who  disputed  its 
truth. 

48.  Although  the  Act  of  1775  had  forbidden  notes  under  £5 
to  be  issued  in  England,  it  did  not  prohibit  the  circulation  of 
the  Scotch  £1  notes  in  England,  and  they  had  always  circulated 
in  the  districts  adjacent  to  Scotland,  and  even  as  far  south  as 
Yprk.  When  the  English  £1  notes  were  suppressed,  it  seemed 
naturally  to  follow  that  the  circulation  of  the  Scotch  notes  in 
England  should  be  forbidden.  But  the  districts  in  which  they 
had  always  circulated,  were  as  unanimous  as  Scotland  itself 
against  the  measure.  In  1828,  the  Ministry  brought  in  a  bill 
to  restrain  the  circulation  of  Scotch  bank  notes  in  England. 
Sy*  James  Graham  presented  a  petition  from  the  borderers, 
deprecating,  in  the  most  earnest  terms,  the  withdrawal  of  the 
Scotch  notes  to  which  they  had  been  so  long  accustomed.  For 
seventy  years,  they  said,  they  had  possessed  the  advantage  it 
was  now  sought  to  deprive  them  of — the  advantage  of  the  Scotch 
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cnrrency.  Seven-eighths  of  the  rents  of  estates  were  paid  in  the 
paper  currencj  of  Scotland,  and  no  loss  had  been  sustained 
in  consequence  of  it.  After  a  debate  of  two  nights,  the  motion 
was  carried  by  154  to  45.  The  Act  (Statute  1828,  c.  65)  pro- 
vided that  after  the  5th  of  April,  1829,  no  corporation  or  person 
whatever  should  publish,  utter,  negotiate,  or  transfer  in  any 
part  of  England,  any  promissory  note,  draft,  engagement,  or 
undertaking  in  writing,  payable  to  bearer  on  demand,  for  less 
than  £5,  or  upon  which  less  than  £5  remained  unpaid,  which 
should  have  b^n  made  or  issued,  or  purport  to  have  been  made 
or  issued,  in  Scotland  or  Ireland,  or  elsewhere  out  of  England, 
under  a  penalty  of  not  less  than  £5,  or  more  than  £20.  The 
same  exemption  as  to  cheques  as  in  the  former  Act. 

49.  In  1882,  during  the  crisis  of  the  Reform  Bill,  a  run  upon 
the  Bank  took  place,  which  lasted  for  about  a  fortnight ;  but,  as 
it  was  merely  from  political  feeling  in  London,  and  did  not 
extend  into  the  country,  no  serious  result  ensued. 

50.  The  Bank  charter  expired  at  the  end  of  one  year's  notice, 
to  be  given  after  the  1st  August,  1882,  and  this  time  the  Bank 
had  done  no  such  services  to  the  Ck>vemment  as  to  be  in  a  posi- 
tion to  demand  from  it  a  renewal  of  its  monopoly  several  years 
before  it  expired.  Moreover,  these  exclusive  privileges,  as  Lord 
Liverpool  said  in  1825,  were  out  of  fashion.  Many  great 
monopolies  were  now  on  the  eve  of  breaking  up,  and  the  public 
mind  was  more  roused  and  enlightened  on  the  subject  of  banking, 
from  the  discussions  caused  about  the  severe  distress  of  1825. 
Before  taking  any  steps  towards  a  renewal  of  the  charter,  the 
Government  determined  to  have  an  inquiry  before  a  Secret  Com- 
mittee of  the  House  of  Commons,  which  was  appointed  on 
the  22nd  of  May,  1882,  and  consisted  of  the  following 
members — 

Lord  Al thorp,  Sir  Robert  Peel,  Lord  John  Russell,  Mr.  Qoulbum, 
Sir  James  Graham,  Mr.  Herries,  Mr.  Poulett  Thompson,  Mr. 
Courtenay,  Colonel  Maberley,  Sir  Henry  Pamell,  Mr.  Vernon 
Smith,  Mr.  John  Smith,  Mr.  Roberts,  Sir  M.  W.  Ridley,  Mr. 
Attwood,  Sir  J.  Newport,  Mr.  A.  Baring,  Mr.  Irving,  Mr.  War- 
burton,  Mr.  G.  Philips,  Lord  Morpeth,  Mr.  Morrison,  Mr.  Hey- 
wood.  Lord    Ebrington,    Sir  J.  Wrottesley,    Mr.  Lawley,  Mr, 
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Cavendish,  Alderman  Wood,    Mr.  B.  Carter^  Mr.  Stmtt,  Mr. 
Stanley,  Alderman  Thompson. 

51.  The  Committee  was  appointed  daring  the  height  of  the 
political  excitement  attending  the  passing  of  the  Reform  Bill, 
and  sat  for  some  months,  and  did  not  make  any  report  till  the 
end  of  the  Session.  The  inquiry  was  extremely  incomplete. 
Many  of  the  most  interesting  subjects  connected  with  it  were 
scarcely  touched  upon.  But  the  close  of  the  Session  made  them 
report  the  evidence  to  the  House  as  far  as  it  had  gone.  It  was 
expected  that  a  new  conunittee  would  have  been  appointed  in 
the  new  Parliament  to  continue  the  inquiry,  but  the  Government 
in  the  meantime  made  up  their  mind  as  to  the  changes  they 
intended  to  make  in  the  Bank  monopoly,  and  dispensed  with 
any  further  inquiry. 

52.  Although  the  inquiry  was  left  in  a  very  incomplete  state 
as  to  many  branches  of  the  subject,  the  evidence  given  em- 
braced many  interesting  points.  The  most  important  of  which 
were,  the  rules  adopted  by  the  Bank  for  regulating  their  issues 
— the  expediency  or  the  contrary  of  publishing  their  accounts — 
the  expediency  or  the  contrary  of  establishing  Joint  Stock  Banks, 
or  of  having  one  or  more  Banks  of  Issue  in  the  metropolis — the 
causes  of  the  panic  of  1825,  and  the  action  of  the  Bank  during 
that  period — the  advantages,  or  the  contrary,  of  making  Bank 
notes  legal  tender,  and  the  effects  of  the  usury  laws  on  com- 
merce. 

53.  The  great  truths  regarding  the  regulation  of  a  paper 
currency,  which  had  been  approved  of  by  the  Bullion  Com- 
mittee were  now  unanimously  recognised  by  the  directors,  and 
Mr.  Horsley  Palmer,  the  Governor  of  the  Bank,  being  asked  by 
what  principle,  in  ordinary  times,  the  Bank  was  guided  in  the 
regulation  of  its  issues,  said,  that  in  a  period  of  full  cur- 
rency, and,  consequently,  with  a  par  of  exchange,  the  Bank 
considered  it  desirable  to  invest  two-thirds  of  its  liabilities  of 
all  sorts  in  interest-bearing  securities,  and  one-third  in  bullion. 
The  circulation  of  the  country  being  then  regulated  by  the 
action  of  the  foreign  exchanges,  the  Bank  was  extremely 
desirous  to  avoid    using  any  active  power  of  regulating    the 
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ctrcnlataoii,  bat  to  leave  that  entirely  in  the  hands  of  the  public. 
The  action  of  the  public  was  follj  sufficient  to  rectify  the  ex- 
changes without  any  forced  action  on  the  part  of  the  Bank  in 
buying  or  selhng  securities.  He  thought  it  desirable  to  keep 
the  securities  very  nearly  at  the  same  amount,  because  then  the 
public  could  always  act  for  themselves  in  returning  notes  for 
bullion  for  exportation  when  the  exchanges  were  un&vourable, 
and  if  there  was  a  great  influx  of  gold,  the  Bank  could  always 
re-assume  its  proportion  by  transferring  part  of  the  bullion  into 
securities.  He  considered  that  the  discount  of  private  paper 
was  one  of  the  worst  means  which  the  Bank  could  adopt  for 
regulating  its  notes,  as  it  tended  to  produce  a  very  prejudicial 
extension  of  their  notes.  He  condemned  strongly  the  practice 
of  the  Bank  during  the  restriction  with  respect  to  the  extensive 
discounts  of  mercantile  paper  at  5  per  cent,  when  the  market 
rate  was  much  higher,  which  necessarily  led  to  an  excessive  issue. 

54.  The  great  majority  of  the  witnesses  were  in  favour  of  a 
publication  of  the  accounts  of  the  Bank,  as  tending  to  inspire 
greater  public  confidence  than  the  mystery  in  which  they  were 
then  enveloped,  and  also  acting  as  a  check  upon  the  directors 
themselves.  Almost  all  the  witnesses  were  against  the  establish- 
ment of  joint  stock  banks  in  London,  as  they  would  tend  to 
injure  the  private  bankers.  Considering  the  ideas  of  the  age, 
when  class  interests  were  supreme,  we  need  not  be  surprised  at 
this  unanimity  of  feeling ;  nor  that  it  rather  escaped  the  atten- 
tion of  the  witnesses  that  it  was  not  the  interests  of  the  private 
bankers,  however  respectable  they  were,  that  was  the  paramount 
consideration,  but  what  was  best  for  the  public  good.  And  still 
more  decidedly  were  the  witnesses  opposed,  with  scarcely  an 
exception,  to  the  establishment  of  any  new  joint  stock  banks 
of  issue  in  London.  There  was  a  very  prevalent  feeling  that 
Bank  of  England  notes  should  be  made  legal  tender,  as  a  means 
of  allaying  a  drain  on  the  country  bankers  for  gold  during 
a  panic 

55.  It  was  at  this  time  that  we  may  date  the  first  prominent 
appearance  of  the  great  modern  heresy,  that  bills  of  exchange 
and  cheques  form  no  part  of  the  circulating  medium  or  currency. 
As  this  unhappy  doctrine,  however,  was  much  more  emphatically 
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pronounced  a  few  years  later,  we  may  defer  considering  it  to 
that  period.  The  committee  pronounced  no  opinion  of  their  own 
on  the  various  points  brought  out  in  the  eyidence. 

66.  The  harvest  of  1832  was  unusually  abundant,  which 
caused  a  great  depression  of  the  price  of  all  sorts  of  agricultural 
produce  towards  the  end  of  1832,  followed,  of  course,  by  *' agri- 
cultural distress."  This  was  brought  before  the  notice  of  Parlift- 
ment  in  the  speech  ^m  the  throne  at  the  opening  of  the  Sesfidon 
of  1833,  and  a  committee  was  appointed  to  inquire  into  it 
This  distress  afforded  the  irreconcileable  enemies  of  the  Act  of 
1819  another  opportunity  of  attacking  it.  Mr.  Attwood  moved 
for  a  conmiittee  to  inquire  how  far  the  present  distress  was  con- 
nected with  the  monetary  system.  Lord  Althorp  immediately 
met  the  motion  by  an  amendment,  that  any  change  in  the 
monetary  system  which  would  have  the  effect  of  lowering  the 
standard  of  value  was  inexpedient,  which,  after  a  debate  of  three 
nights,  was  carried  by  a  majority  of  304  to  49. 

57.  On  the  31st  May,  1833,  Lord  Althorp  moved  a  series  of 
resolutions  for  the  renewal  of  the  Bank  Charter,  one  of  which 
was,  that  so  long  as  the  Bank  was  bound  to  pay  its  notes  in 
gold,  Bank  notes  should  be  declared  legal  tender,  except  by  the 
Bank  itself.  Several  members  wished  for  further  delay  to 
consider  the  resolutions,  as  the  Session  was  nearly  at  an  end; 
but  Sir  Robert  Peel  was  decidedly  of  opinion  that  the  House 
would  be  abandoning  its  duty  if  it  consented  to  postpone  the 
question.  lie  was  of  opinion  that  it  was  desirable  to  continue 
the  privileges  of  the  Bank,  and  that  there  should  be  but  one  bank 
of  issue  in  the  metropolis,  in  order  that  it  might  exercise  an  un- 
divided control  over  the  issue  of  paper,  and  give  facilities  to 
commerce  in  times  of  difficulty  and  alarm,  which  it  could  not 
give  with  the  same  effect  if  it  were  subject  to  the  rivalry  of 
another  establishment.  He  resisted,  at  great  length,  the  proposi- 
tion for  making  Bank  notes  legal  tender,  as  a  departure  from  the 
principle  of  the  Act  of  1819,  and  the  true  principles  that  should 
govern  a  paper  currency.  It  was  decided,  by  a  majority  of  316  to 
83,  to  proceed  with  the  consideration  of  the  resolutions.  The 
plan  of  making  Bank  notes  legal  tender  gave  rise  to  much 
difference  of  opinion,  but  was  carried  by  214  to  156. 
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58.  We  have  already  seen  that  the  public  had  attempted,  at 
various  times,  to  form  rival  banking  companies  to  the  Bank  of 
England,  and  in  1709  and  1742,  the  Bank  Acts  had  been  framed 
to  stop  up  yarioos  loop-holes  which  had  been  successiyelj  disr 
covered.  In  1742,  the  phraseology  used  had  been  supposed  to 
be  quite  effectual  for  that  purpose.  At  that  time,  the  custom  of 
giving  notes  payable  to  bearer  on  demand  to  their  customers  in 
letom  for  deposits,  was  considered  so  essentially  the  fundamental 
idea  of  banking,  that  to  prohibit  the  giving  of  these  notes  was 
deemed  an  effectual  bar  upon  carrying  on  the  business  of  bank- 
ing. But  in  process  of  time — ^about  1798 — the  London  bankers 
discontinued  issuing  notes  payable  to  bearer  on  demand.  The  Act 
of  1742  was  considered  to  be  so  effectual  a  bar  upon  establishing 
banking  companies  in  general,  that  for  a  long  time  it  escaped 
public  observation  that  the  method  of  doing  business  by  way  of 
cheques  enabled  banking  companies  to  elude  the  wording  of  the 
Act  of  1742.  In  1796,  when,  in  consequence  of  the  restrictive 
measures  of  the  Bank  of  England,  much  distress  was  felt  in  London 
from  the  want  of  a  circulating  medium,  an  association  of  mer- 
chants and  bankers  was  formed,  for  the  purpose  of  providing  a 
circulating  medium  which  should  not  infringe  the  privileges  of 
the  Bank;  the  question  was  considered  by  them,  in  what 
the  Bank's  privileges  of  exclusive  "banking"  did  consist,  and 
they  determined,  **The  privilege  of  exclusive  banking  en- 
joyed by  the  Governor  and  Company  of  the  Bank  of  England, 
aa  defined  by  the  Acts  of  Parliament  under  which  they 
enjoy  it,  seems  to  consist  in  the  power  of  borrowing,  owing,  or 
taking  up  money  on  their  hills  or  notes  payable  on  demand*' 
About  the  year  1822,  some  writers  detected  this  flaw  in  the 
monopoly  of  the  Bank,  and  maintained  that  a  joint  stock  bank 
of  deposit  was  no  infringement  of  the  Charter,  and  that  such 
banks  might  be  formed,  and  carry  on  a  very  successful  business 
without  issuing  notes  at  all,  but  by  merely  following  the  practice 
of  the  London  bankers  by  adopting  cheques.  Though  this  idea 
was  much  discussed  in  pamphlets  at  that  period,  no  practical 
result  ensued. 

59.  It  is  somewhat  remarkable  that  the  discovery  should  have 
been  allowed  to  lie  unfruitful  for  so  long  a  period.  When  the 
Government  first  entered  into  negotiation  with  the  Bank  in  1833, 
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eonceming  the  terms  of  the  renewal  of  the  Charter,  they  were 
persuaded,  as  well  as  the  whole  mercantile  community,  that  the 
monopoly  forbade  banks  of  any  description  whatever,  with  more 
than  six  partners,  being  formed.  In  the  course  of  the  negotia- 
tion, however,  this  was  brought  under  the  notice  of  the  Govern- 
ment, who  took  the  opinion  of  their  law  officers  on  so  important 
a  point.  The  opinion  of  the  Crown  lawyers  was  that  the  clause 
did  not  prohibit  joint  stock  banks  of  deposit  being  formed. 
The  directors  and  proprietors  of  the  Bank  were  much  dis- 
turbed at  finding  this  flaw  in  their  monopoly,  and  requested 
the  Government  to  have  it  rectified;  but  Lord  Althorp  said 
that  the  bargain  was  that  their  privileges  should  not  be 
diminished,  but  he  would  not  agree  to  any  extension  of  them. 
In  order  to  remove  all  doubts  upon  the  subject,  the  Solici- 
tor-General brought  up  a  Jclause,  by  way  of  rider,  declaring 
the  right  to  form  such  banks.  He  said  that  the  basis  of  the 
contract  with  the  Bank  was,  that  they  were  to  enjoy 
whatever  monopoly  they  already  possessed,  but  nothing  beyond 
it.  He  had  examined  the  case  with  the  utmost  care,  and 
there  was  no  pretence  for  saying  that  such  banks  were  an 
encroachment  upon  the  monopoly  of  the  Bank.  The  Bank, 
as  originally  founded,  was  a  hank  of  issue,  and  the  mono- 
poly first  granted  in  1697  must  be  held  to  refer  only  to 
banks  ejusdem  generis.  Such  had  been  the  uniform  language 
of  all  the  subsequent  Acts.  The  clause  upon  which  their 
monopoly  rested  was  strictly  confined  to  the  issue  of  paper 
money.  Banks  of  deposit  were  lawful  at  common  law,  and  it 
rested  with  those  who  said  it  was  forbidden  to  point  out  the 
Act  which  prohibited  them. 

60.  The  chief  provisions  of  the  Act  were  as  follows  (Statute 
1833,  c.  98)— 

1.  The  Bank  was  continued  as  a  Corporatian,  with  such 
exclusive  privileges  of  banking  as  was  given  by  the  Act,  for 
a  certain  time,  and  on  certain  conditions,  during  which  time  no 
society  or  company  exceeding  six  persons  should  make  or  issue 
in  London,  or  within  sixty-five  miles  thereof,  any  bill  of  exchange 
or  promissory  note,  or  engagement  for  the  payment  of  money  on 
demand,  or  upon  which  any  person  holding  the  same  may  obtain 
payment  on  demand.    But  country  bankers  might  have  an  agency 
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ia  London  for  the  sole  purpose  of  pajring  snch  of  their  notes  as 
might  be  presented  there. 

2.  For  the  purpose  of  removing  any  doubts  that  might  exist 
as  to  what  the  exclusive  privilege  of  banking  which  the  Bank  of 
England  enjojed  consisted  in^  it  was  enacted  that  any  body 
politic  or  corporate,  or  society  or  company,  or  partnership,  of 
whatever  number  they  consisted,  might  carry  on  the  business  of 
banking  in  London,  or  within  sixty-five  miles  thereof,  provided 
that  they  did  not  borrow,  owe,  or  take  up  in  England  any  sum 
or  sums  of  money  on  their  bills  or  notes  payable  on  demand,  or 
at  any  less  time  than  six  months  from  the  borrowing  thereof, 
during  the  continuance  of  the  privileges  of  the  Bank  of  England. 

3.  All  the  notes  of  the  Bank  of  England,  payable  on  demand, 
which  should  be  issued  out  of  London,  should  be  payable  at  Uie 
place  were  they  were  issued. 

4.  Upon  one  year's  notice,  to  be  given  within  six  months  after 
the  expiration  of  ten  years  from  the  Ist  day  of  August,  1834, 
and  repayment  of  all  debts  due  by  Parliament  to  the  Bank,  its 
privileges  were  to  cease  and  determine  at  the  end  of  the  year's 
notice. 

5.  So  long  as  the  Bank  paid  its  notes  on  demand  in  legal  coin, 
they  were  declared  to  be  legal  tender  of  payment,  except  by  the 
Bank  itself,  or  any  of  its  branches.  No  notes  not  made  specially 
payable  at  any  of  the  branches  were  liable  to  be  paid  there; 
but  Uie  notes  issued  at  all  the  branches  were  to  be  payable  in 
London. 

6.  Regulations  about  publishing  its  accounts,  and  exemptions 
of  bills  and  notes  not  having  more  than  three  months  to  run, 
from  the  usury  laws — these  being  altered  now,  need  not  be 
detailed. 

7.  The  public  were  to  pay  off  one-fourth  part  of  the  debt  due 
to  the  Bank,  and  the  proprietors  might  reduce  the  capital  stock 
of  the  Bank  by  that  sum  if  they  chose. 

8.  In  consideration  of  these  privileges,  the  Bank  was  to  give 
up  £120,000  a  year,  from  the  sum  they  received  for  managing 
the  public  debt. 

61.  For  several  years  after  the  renewal  of  the  Bank  Charter 
the  harvests  were  unusually  abundant,  which  caused  all  sorts  of 
agricultural  produce  to  be   ruinously  depressed.      Wheat   fell 
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oontinnouslj  throagh  1884  and  1835,  till,  in  the  last  week  in 
December,  1835,  its  price  was  368.  the  imperial  quarter.  Ab  all 
agricultural  contracts  were  framed  on  the  expectation  that  wheat 
would  not  be  much  less  than  708.  the  quarter,  this  long-continned 
depression  produced  the  most  severe  distress.  At  the  same  time, 
however,  all  the  manufacturing  interests  were  in  a  state  of  un- 
exampled prosperity  from  the  abundance  and  cheapness  of  fooi 
The  long-continued  low  price  of  com  caused  less  to  be  sown  in 
1835,  and  the  spring  of  1836  was  unfavourable.  These  caoses 
combined  to  raise  the  price  of  wheat  in  1886,  and  the  harvest 
time  being  wet  and  cold,  caused  the  price  to  rise  to  6l8.  9d.  in 
the  autumn. 

62.  The  state  of  extraordinary  prosperity  enjoyed  by  the 
commercial  interests  daring  1833-4-5,  gave  rise  to  an  immense 
amount  of  speculation  and  dabbling  in  foreign  loans,  as  if  people 
seemed  incapable  of  learning  wisdom  from  the  experience  of 
1825.  The  unexpected  success  of  the  first  railway  gave  rise  to 
a  considerable  amount  of  speculation  in  the  formation  of  rail- 
ways. An  immense  extension  of  the  joint  stock  banking  system 
economised  capital  to  a  great  degree,  and  afforded  the  means  of 
the  most  fatal  extension  of  credit.  On  the  14th  August,  1834, 
Lord  Whamcliffe  called  the  attention  of  the  Ministry  to  the 
prodigious  extension  of  joint  stock  banks  and  their  branches, 
and  the  insufficient  capital  they  were  trading  with.  The  im- 
portant subject  of  joint  stock  banking  was  brought  before  the 
House  of  Commons  in  1836,  and  a  Committee  was  appointed  to 
inquire  into  it.  The  Committee  sat  during  the  Session  and  made 
two  reix)rts,  which  will  be  noticed  in  a  subsequent  chapter. 
This  fever  of  speculation  reached  its  acme  in  the  spring  of  1836. 
Mr.  Poulett  Thompson,  President  of  the  Board  of  Trade,  said  in 
the  House  of  Commons  on  the  6th  of  May,  1836 — 

"  It  is  impossible  not  to  be  struck  with  the  spirit  of  specula- 
tion which  now  exists  in  the  country,  but  I  believe  that  ttiere  is 
a  great  difference  in  the  state  of  things  and  what  took  place  in 
1825.  The  spirit  of  speculation  was  then  turned  to  foreign 
adventure  of  the  most  extraordinary  description ;  but  now 
speculation  is  directed  to  home  objects,  which,  if  pushed  too  far, 
may  be  very  mischievous,  though  the  consequences  may  not  be 
quite  so  mischievous  as  in  1825.     But,  really,  on  turning  to  any 
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newspaper,  or  any  price  current,  and  observing  the  advertise- 
mentis  of  joint  stock  companies  upon  every  possible  subject, 
however  unfit  to  be  carried  on  in  the  present  state  of  society, 
every  man  must  be  struck  with  astonishment  at  the  fever  which 
rages  at  thm  moment  for  these  speculations.  I  felt  it  my  duty 
some  time  ago  to  direct  a  register  to  be  kept,  taking  the  names 
merely  from  the  London  and  a  few  country  newspapers,  of  the 
different  joint  stock  companies,  and  of  the  nominal  amount  of 
capital  proposed  to  be  embarked  in  them.  The  nominal  capital 
to  be  raised  by  subscription  amounts  to  nearly  £200,000,000  and 

the  number  of  companies  to  between  800  and  400 

The  greater  part  of  these  companies  are  got  up  by  speculators, 
for  the  purpose  of  selling  their  shares.  They  bring  up  their 
shares  to  a  premium,  and  then  sell  them,  leaving  the  unfortunate 
purchasers,  who  are  foolish  enough  to  invest  their  money  in  them, 
to  shift  for  themselves.  I  have  seen  also,  with  great  regret, 
the  extent  to  which  joint  stock  banks  have  sprung  up  in  different 
parts  of  the  country.  I  believe,  indeed,  that  great  good  has 
arisen  from  joint  stock  banks,  but  the  observations  I  have  made 
with  regard  to  other  companies,  are  equally  applicable  to  many 
of  the  joint  stock  banks  that  are  i^ringing  up  in  different  parts 
of  the  country,  and  the  existence  of  which  can  only  be  attended 
with  mischief." 

68.  We  have  seen,  that  since  the  Bank  of  England  had 
adopted  the  principles  of  the  Bullion  Report  in  1827,  the  method 
they  adopted  of  carrying  them  into  effect,  was  to  keep  their 
*^  securities  "  as  nearly  as  possible  even,  and  to  keep  their  bullion 
and  cash  equal  to  one-half  the  "securities;"  the  bullion,  cash, 
and  securities  being  together  equal  to  their  "liabilities." 
Having  got  the  Bank  into  this  position  while  the  exchanges 
were  at  par,  to  throw  any  action  either  of  increase  or  de- 
crease of  their  issues  of  notes  entirely  upon  the  public, 
either  by  means  of  the  foreign  exchanges,  or  by  an  internal 
extra  demand  for  gold.  The  Bank  was  got  into  this  normal 
condition  in  October,  1838,  when  its  "liabilities,"  i,  e.,  the 
issues  and  the  deposits,  were  £32,900,000,  the  "securities" 
were  £24,200,000  and  the  bullion  £10,900,000.  Some  trans- 
actions  with  the  East  India  Company  and  speculations  in  South 
American  stock  occurred  to  derange  these  proportions  in  1884, 


136     THBOBT  AND  PRACTICE  OF  BANKING. 

and  cansed  an  export  of  specie  ;  bnt  in  1835,  the  foreign  ex- 
changes became  favonrable  and  the  drain  was  arrested.  But  in 
the  meantime  the  Bank  had  totally  lost  all  power  of  preserring 
the  proportion  between  the  bnUion^  securities,  and  liabilities 
it  had  professed  to  adhere  to.  The  following  table,  taken  at 
intervals,  will  exhibit  this  very  clearly — 

Liabilities. 

Securities,  £22,640,000 
Bullion,      £10,527,000 
Securities,  £24,777,000 
Bullion,        £8,901,000 
Securities,  £81,785,000 
Bullion,        £8,298,000 
Securities,  £26,648,000 
Bullion,        £7,010,000 
Securities,  £29,165,000 
Bullion,        £6,608,000 
Securities,  £26,179,000 
BuUion,        £5,951,000 
This  was  the  lowest  point  which  the  amount  of  bullion  reached, 
and  the  drain  was  arrested.    The  above  table  shews  how  totally 
deranged  the  proportions  were  to  what  the  directors  considered  to 
be  a  proper  position  for  the  Bank.    From  that  time  bullion  con- 
tinued to  flow  in,  till,  in  March,  1836,  it  slightly  exceeded  eight 
millions ;   but,  even  then,  the  securities  were  three  times  the 
bullion,  instead  of  twice,  as  they  ought  to  have  been. 

64.  The  amount  of  bullion  in  the  Bank  was  at  its  height  in 
March,  1836,  and  then  began  steadily  to  decline  again  ;  in  the 
middle  of  July  it  had  fallen  below  six  millions,  when  the  Bank 
thought  it  was  necessary  to  endeavour  to  stop  it,  and  it  raised 
the  rate  of  discount  to  4 J  per  cent..  This  had  no  effect,  how- 
ever, in  stopping  the  demand  for  discount.  In  September  the 
bullion  barely  exceeded  five  millions,  and  the  Bank  raised  the 
rate  of  discount  to  5  per  cent.  Now  the  bubbles  blown  in  the 
preceding  year  and  spring  of  1836  were  fast  bursting  on  all 
hands. 

65.  The  drain  on  the  coffers  of  the  Bank  proceeded  at  a 
rapid  rate,  both  from  external  and  internal  causes.     President 


1  Oct., 

1888,  £80,987,000 .. 

•i 

11  Mar., 

1884,  £81,872,000.. 

•1 

15  July, 

1884,  £87,554,000.. 

■1 

9  Sept., 

1834,  £81,058,000.. 

13  Jan., 

1825,  £88,071,000.. 

•! 

5  May, 

1835,  £29,417,000.. 

■{ 
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Jackson  had  determined  ihat  the  Charter  of  the  National  Bank 

of  the  United  States,  which  expired  in  1836,  shonld  not  be 

Tienewed,  and  that  the  currency  of  that  country  should  be  placed 

on  a  sounder  footing  than  it  had  hitherto  been,  by  forming  a 

sound  metallic  basis.     Operations  to  effect  this  purpose  soon 

oommenced.    Inmiense  quantities  of  American  securities  of  all 

sorts  were  imported  into  England,  and  negotiated  for  the  purpose 

of  remitting  the  specie  to  America.    The  improperly  low  rate  of 

^Bconnt  in  this  country,  favoured  by  the  inordinate  multiplica- 

ti<m  of  Banks,  enabled  a  great  quantity  of  these  securities  of 

Tarious  descriptions  to  be  realised  in  England,  and  the  cash  was 

remitted  to  America. 

66.  The  joint  stock  banks  had  been  blowing  the  bubble  of 
credit  to  th^  utmost  tenuity,  by  re-discounting  most  of  the  bills 
which  they  discounted.  This  practice  largely  increases  the  pro- 
portion of  paper  currency  compared  to  the  metallic  basis,  and,  of 
course,  adds  to  any  peril  in  times  of  discredit.  The  Bank  of 
England,  at  length,  but  too  tardily,  as  has  almost  invariably  been 
the  case,  awoke  to  the  impending  danger,  and  determined  to 
strike  a  blow  at  the  distended  state  of  credit.  It  not  only  raised 
the  rate  of  discount  to  five  per  cent,  in  August,  but  absolutely 
refused  to  discount  any  bills  indorsed  by  any  joint  stock  bank  of 
iflsue.  This  was  a  great  blow  at  the  great  amount  of  American 
securities  afloat  in  the  country,  as  most  of  those  bills  had  been 
purchased  by  the  joint  stock  banks,  and  re-issued  with  their 
indorsement  upon  them. 

67.  In  the  autumn  of  1886,  the  symptoms  of  the  coming 
storm  were  very  apparent,  especially  in  Ireland.  One  very  large 
joint  stock  bank,  the  Agricultural  and  Commercial,  was  known  to 
be  in  difficulties  early  in  the  autumn,  and  it  made  several  applica- 
tions to  the  other  joint  stock  banks  in  Ireland,  and  England,  and 
Scotland,  for  assistance,  which  they  all  refused.  It  also  made  a 
call  upon  its  shareholders,  which  was  not  responded  to.  The 
other  Irish  banks,  foreseeing  a  stoppage  of  the  Agricultural  and 
Commercial,  had  been  laying  in  a  stock  of  gold,  to  meet  the  run 
which  would  necessarily  follow  the  failure  of  a  bank  with  so 
many  ramifications.  The  sum  in  gold  which  the  Irish  banks 
laid  in,  to  provide  for  the  run,  was  estimated  to  be  not  less  than 


138  THEORY  AJSD  PBACTICS  OF  BANKING. 

£2,000,000,  all  of  which  came  from  the  Bank  of   Englaac^^ 
Much  of  this  was  required  on  account  of    the   extraordinaj;;^' 
differences  of  opinion  that  were  given  by  the  moat  eminen^^ 
Irish  counsel,  as  to  whether  the  Bank  of  England  notes  were^^ 
legal  tender    in  Ireland.      Three   very  eminent  lawyers  held 
that  they  were  legal  tender,  and  three  equally  eminent  held  that 
they  were  not.    The  Bank  of  Ireland  itself  thought  they  were  not, 
and  was  still  less  inclined  to  make  the  experiment  when  tiiere 
was  such  a  difference  of  opinion  among  the  lawyers.    The  other 
banks  followed    the    example  of    the  Bank    of    Ireland,  and 
provided  gold. 

68.  The  catastrophe  that  had  been  foreseen  took  place  on  the 
,14th  of  November,  when  the  Agricultural  and  Commercial  Bank 
stopped  payment,  which  was  immediately  followed  by  a  general 
run  upon  all  the  Banks  in  Ireland ;  but  it  was  well  met,  from  the 
care  which  had  been  previously  taken  to  provide*  specie.  So 
great  was  the  state  of  discredit,  that  even  Bank  of  England 
notes  were  at  a  heavy  discount  in  Dublin.  The  Bank  of  Ireland 
would  only  take  them  in  very  small  quantities  from  their 
customers,  at  a  discount  of  28.  6d.  each.  During  all  this  time, 
the  diminution  of  bullion  in  the  Bank  of  England  was  going  on 
rapidly.  At  the  beginning  of  October,  it  had  £5,085,000  in 
bullion,  to  meet  £29,869,000  of  liabilities;  at  the  end  of 
November  its  liabilities  were  £30,941,000,  and  its  bullion 
£3,640,000.  During  December  its  bullion  slightly  increased, 
and  in  January  diminished  again.  .  In  November,  the  Northern 
and  Central  Bank,  with  its  head  office  in  Manchester,  and  thirty- 
nine  branches  in  the  manufacturing  districts,  became  seriously 
embarrassed,  and  applied  to  the  Bank  of  England  for  assistance, 
which  the  Bank  at  first  refused  ;  but,  upon  consulting  the 
leading  bankers  in  London,  their  opinion  was  that  the  stoppage 
of  so  extensive  a  concern  in  the  manufacturing  districts  would 
very  probably  bring  on  a  general  panic.  The  Bank,  therefore, 
determined  to  advance  the  sum  of  £500,000,  to  enable  it  to 
meet  its  engagements,  which,  upon  subsequently  discovering 
that  these  were  much  more  extensive  than  had  at  first  been 
represented,  was  further  increased  to  the  sum  of  £1,370,000. 
Early  in  January,  a  London  banking  house  applied  for  assistance 
to  the  Bank,  and,  on  the  other  London  bankers  giving  their 
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^narantee  to  the  Bank  of  England,  it  made  advances  sufficient 
o  enable  that  house  to  meet  its  engagements.  The  difficulties 
attending  the  American  houses,  both  in  London  and  Liverpool, 
became  now  so  pressing,  that  they  also  were  obliged  to  apply  to 
he  Bank.  Persons  were  appointed  to  look  into  their  affistirs, 
vho  represented  that,  if  assistance  were  given  them  to  meet  their 
mtatanding  engagements,  they  would  ultimately  prove  solvent* 
\b  an  additional  reason  for  granting  this  assistance,  it  was  stated 
diat  if  these  American  houses  were  permitted  to  stop  payment,  * 
ibeir  concerns  were  so  vast,  and  so  extended  throughout  tha 
north  of  England,  that  a  general  destruction  of  credit  would 
ensue.  After  Ml  consideration,  the  Bank  determined  to  attempt 
to  carry  these  houses  through  their  embarrassments,  and  for  this^ 
purpose,  it  advanced  the  enormous  sum  of  £6,000,000.  This 
great  operation  was,  however,  successful,  though  the  final  liquida- 
tion of  the  account  was  retarded  by  the  great  prostration  of 
American  credit  in  1839.  The  advances  made  to  the  banking^ 
interests  in  England  were  all  repaid,  principal  and  interest,  with 
one  very  trifling  exception.  The  Bank  thus  followed,  for  a  second 
time,  the  principles  laid  down  by  the  Bullion  Report  and  there 
can  be  no  doubt  averted  a  calamity  only  second  in  magnitude  Uy 
the  catastrophe  of  1825. 

69.  The  assistance  of  the  Bank  was  only  intended  to  be  of 
a  temporary  nature,  to  give  time  for  the  gradual  withdrawal  of 
the  great  mass  of  unsound  paper  from  circulation.  This  having 
been  effected  to  a  large  extent,  the  result  followed  which  always 
has  been  the  case,  and  always  must  be  the  case — a  great  influx 
of  gold,  to  fill  the  vacuum  caused  by  the  great  annihilation  of 
this  paper  currency.  During  the  whole  of  1887  bullion  n^idly 
flowed  into  the  Bank ;  and  in  December  it  reached  the  sum  of 
ten  millions  and  a  half.  The  position  of  the  Bank  on  the  13th  of 
March,  1838,  was  as  follows — 

LiabUities. 

4?^i^7^nnn    i    Securities £21,046,000 

£31,573,000    I    ^^^j.^^ £10,527,000 

Thus,  after  a  long  period  of  nearly  five  years,  the  Bank  was  at 
length  brought  back  again  into  what  the  directors  had  laid  down 
for  themselves  as  the  normal  position ;  and  it  enabled  credit  to 
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pass  throngh  a  crisis  which  would  have  been  tenfold  more  8eTcre=»=r 
if  it  had  not  been  met  by  that  **  judicious  increase  of  accommoda- 
tion" which  the  Bullion  Report  declared  was  the  proper  remedy^ 
for  a  temporary  failure  of  credit. 

70.  From  1882  to  1887  there  had  been  a  series  of  seasons  oF* 
remarkable  abundance.    For  several  years  a  series  followed  of 
extreme  scarcity.    The  crop  of  1888,  was  the  worst  that  had 
been  known  since  1816;  that  of  1889  was  scarcely,  if  at  all, 
better.     This  great  deficiency  rendered  it   necessary  to   import 
foreign  corn  to  the  value  of  £10,000,000,  a  considerable  portion 
of  this  required  to  be  remitted  in  specie.    But,  just  at  this  period, 

a  number  of  other  concurrent  causes  happened  to  create  a  great 
demand  for  gold  for  foreign  countries.  During  the  precediDg 
years  America,  France,  and  Belgium,  had  carried  the  extension 
of  paper  credit  to  most  extravagant  lengths.  In  America,  the  fatal 
system  of  issuing  Bank  notes  upon  "property"  and  "securities" 
had  been  carried  to  a  length  almost  worthy  of  Law.  In  France 
and  Belgium  joint  stock  banks  had  been  extensively  formed. 
This  great  extension  of  paper  currency  had  the  very  same  effect 
as  the  over  issue  of  paper  had  in  England ;  it  drove  bullion  out 
of  these  countries,  and  was  one  of  the  causes  which,  together 
with  the  fortunate  destruction  of  the  extravagant  paper  credit  in 
England  in  1887,  caused  such  an  influx  of  gold  in  this  country 
up  to  March,  1838.  But  in  this  latter  year  these  bubbles  burst. 
In  the  autumn  of  1838  the  Bank  of  Belgium  failed,  and  a  severe 
run  upon  the  Banks  at  Paris  took  place.  This  revulsion  of  credit, 
and  extinction  of  paper  issues  in  those  countries,  caused  a  cur- 
rent of  bullion  to  set  in  towards  them  which  came  from  the 
Bank  of  England. 

71.  In  the  beginning  of  1838,  when  the  bullion  in  the  Bank 
had  been  rapidly  increasing  for  several  months,  the  commercial 
world  thought  it  was  time  for  the  Bank  to  make  use  of  the  trea- 
sure in  its  vaults.  It  accordingly  reduced  the  rate  of  discount 
from  5  to  4  per  cent.,  and  was  induced  to  send  over  one  million 
of  sovereigns  to  America,  the  exchanges  being  favourable  to  that 
country  in  consequence  of  the  destruction  of  paper,  to  assist  the 
American  banks  to  resume  payments  in  cash. 
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72.     The  bullion  in  the  Bank  kept  a  pretty  even  amount  till 
X)ecember,   1838.      On  the  18th  of  that  month   the  liabilities 
^were  £28,120,000,  the  securities  £20,776,000,  and  the  bullion 
^£9,794,000.    From  this  date  a  rapid  and  steady  drain  set,  in, 
-which  continued    with    unabated    severity  till  October,  1839. 
"When  the  Bank  lowered  its  rate  of  discount  to  4  per  cent,  in 
Pebruary,  1838,  the  market  rate  had  fallen  still  lower,  and  in 
sammer  was  about  8  per  cent.    From    that   time    forward  it 
began  to  rise,  and  at  the  end  of  the  autumn  was  level  with  the 
Bank.      While  everything  was  symptomatic  of   an  ^impending 
drain  of  bullion,  the  Bank  on  the  29th  of  November,  suddenly 
lowered  its  rate  to  8^  per  cent,  for  advances  upon  bills  of  ex- 
change. East  India  bonds.  Exchequer  bills,  and  other  approved 
securities.     The  market    rate  of  interest  was  now   decidedly 
higher  than  that  of  the  Bank,  and  the  consequence  was  an 
immediate    pressure   for    accommodation  on   the    Bank.     The 
securities  which,  in  December,  1838,  were  £19,536,000,  mounted 
up  in  January,  1839,  to  £27,594,000,  and  the  bullion  fell  from 
£9,522,000  to  £8,826,000.    The  following  table   will  exhibit 
clearly  the  progressive  diminution  of  buUion — 


LiabiliUea. 

Secnrities. 

Bullion. 

18  Dec.  1838 

£28,120,000 

£20,776,000 

£9,794,000 

1  Jan.  1839 

28,156,000 

22,377,000 

9,048,000 

15  Jan.     „ 

30,305,000 

24,529,000 

8,336,000 

12  Feb.     „ 

26,939,000 

22,628,000 

7,047,000 

12  March,, 

26,088,000 

22,143,000 

6,580,000 

9  April  „ 

29,039,000 

22,173,000 

5,213,000 

30  April  „ 

26,475,000 

24,536,000 

4,455,000 

14  May    „ 

25,711,000 

24,098,000 

4,117,000 

73.  Up  to  this  time  the  Bank  seemed  to  have  been  struck  with 
actual  paralysis.  Notwithstanding  the  continuous  rise  in  the 
market  rate  of  interest,  and  the  unmistakeable  drain  of  bullion 
that  had  set  in,  they,  on  the  28th  of  February,  issued  a  notice  con- 
tinuing the  same  rates  on  the  same  securities  as  in  the  previous 
November.  And  it  was  not  until  the  16th  May  that  they  sud- 
denly raised  it  to  5  per  cent.  The  above  figures  show  how  com- 
pletely the  directors  had  belied  their  own  principles  of  keeping 
their  bullion  at  one-third  of  the  Habilities.  The  market  rate 
had  advanced  considerably  more  rapidly,  so  that  the  Bank  was 
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yet  below  it.  The  drain  still  continued.  On  the  28th  May  the 
bullion  stood  at  £3,910,000,  and  the  liabilities  upwards  of  twenty 
four  millions  and  a  half;  but  the  Directors  seemed  so  utterly 
blind  that,  on  the  30th  May,  the  time  of  shutting  the  books  for 
the  dividends,  they  still  offered  advances  at  5  per  cent  till  the 
23rd  July  on  the  same  securities  as  have  been  last  mentioned. 
However,  on  the  20th  June,  they  at  last  became  alarmed,  and 
issued  notices  that  the  rate  of  discount  would  be  5^  and  no 
securities  would  be  received  except  bills  of  exchange. 

74.  On  the  16th  July  the  liabilities  were  £28,860,000,  the 
securities  £28,846,000,  and  the  bullion  £2,987,000.  The  Di- 
rectors  at  last  awoke  to  the  fact  that  the  Bank  was  rapidly 
drifting  into  bankruptcy.  On  the  13th  July  they  gave  notice 
that  they  would  be  ready  to  receive  tenders  for  the  purchases  of 
some  terminable  annuities,  but  the  minimum  price  tiiey  fixed  was 
so  high  that  no  sale  took  place. 

75.  Besides  raising  the  rate  of  discount  in  May,  the  Bank 
sold  public  securities  to  the^amount  of  £760,000,  and  it  authorised 
bills  upon  Paris  to  be  drawn  to  its  account  to  the  amount  of 
£600,000.  These  measures  had  the  effect  for  a  short  time  of 
arresting  the  drain.  But  when  these  bills  came  to  maturity 
the  Bank  was  in  no  better  position  to  meet  them,  and  it  then 
became  necessary  to  create  a  larger  credit  iu  Paris  to  meet  the 
first.  The  position  of  the  Bank  was,  of  course,  well  known  to  all 
the  foreign  dealers  in  exchange,  and  in  June  it  was  generally 
expected  abroad  that  the  Bank  could  not  maintain  payments  in 
specie.  In  consequence  of  this,  all  long-dated  bills  upon  this 
country  were  sent  over  for  immediate  realisation,  and  the  values 
withdrawn  as  speedily  as  possible.  To  counteract  this  drain, 
as  well  as  to  meet  the  payments  of  the  first  credit  which  had  been 
created  on  behalf  of  the  Bank,  it  was  obliged,  in  July,  to  organise 
a  measure  of  a  much  larger  nature.  Messrs.  Baring  entered 
into  an  agreement  with  twelve  of  the  leading  bankers  in  Paris, 
to  draw  bills  upon  them  to  the  amount  of  upwards  of  £2,000,000 ; 
and  as  each  of  them  had  only  a  fixed  credit  at  the  Bank  of 
France,  that  Bank  agreed  to  honour  their  acceptances  in  case 
they  should  be  presented  there  and  exceed  their  usual  limits. 
An  operation  of  a  similar  nature  to  the  amount  of  £900,000  was 
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oarganised  with  Hambnrg.  As  soon  as  any  bill  was  drawn  on 
aoconnt  of  one  of  these  operations,  the  Bank  transferred  an  eqnal 
amount  of  the  annuities  it  had  offered  for  sale  in  Julj  to  two 
tmstees,  one  for  the  drawers  and  the  other  for  the  acceptor. 
Out  of  this  second  credit  the  bills  which  fell  due  irom  the 
creation  of  the  first  credit  were  paid.  This  measure  had  the 
effect  of  gradually  arresting  the  drain  of  bullion,  which  reached 
its  lowest  point  in  the  week  ending  the  2nd  September,  18  39, 
when  it  was  reduced  to  £2,406,000.  From  that  time  it  began 
slowly  to  increase ;  and  in  the  last  week  of  the  year  it  stood  at 
£4,532,000,  the  liabilities  being  £23,864,000,  and  the  securities 
£22,098,000.  The  operations  ensuing  from  this  foreign  credit 
extended  over  nine  months,  from  July,  1889,  to  April,  1840,  and 
the  highest  amount  operated  upon  was  in  November,  1839,  when 
it  was  £2,900,000. 

76.  The  figures  we  have  quoted,  shewing  the  proportions 
between  the  bullion  and  the  liabilities  of  the  Bank,  are  sufficient 
to  shew  either  that  there  was  some  natural  impossibility  in  adher- 
ing to  the  rule  the  directors  had  laid  down  for  their  guidance  in 
1832,  or  that  they  had  not  sufficient  firmness  to  contract  their 
securities  in  time  of  pressure  to  maintain  it.  The  flagrant 
disproportion  which  these  figures  had  assumed,  which  would 
scarcely  be  safe  in  an  ordinary  banking  house,  but  which  were 
to  the  last  degree  perilous  in  the  Bank  of  England,  which  was 
known  to  be  the  last  resource  of  every  bank  in  the  kingdom  in 
times  of  difficulty,  turned  the  attention  of  writers  to  devise 
some  plan,  by  which,  if  possible,  the  Bank  should  be  compelled 
to  maintain  the  proper  proportions  between  bullion  and  liabilities. 
Colonel  Tprrens  appears  to  have  been  the  originator  of  the  idea, 
which  was  eventually  adopted,  of  dividing  the  Bank  into  two 
distinct  departments,  independent  of  each  other  ;  one  for  the  pur- 
pose of  issuing  a  regulated  amount  of  notes,  and  the  other  for 
carrying  on  the  business  of  banking.  This  plan  was  first  started 
in  1837,  and  was  much  canvassed  and  discussed  by  several 
eminent  writers  on  the  subject,  such  as  Mr.  Tooke,  Mr.  Norman, 
and  others;  and  we  shall  see  was  afterwards  one  of  the  most 
prominent  features  in  Sir  Robert  Peel's  Act  of  1844,  and  we 
shall  reserve  to  its  proper  place  the  account  of  the  plan  which 
was  ultimately  adopted.    The  great  coomiercial  and  monetary 
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crisis  the  conntry  had  passed  throngh,  within  the  few  preceding 
years,  attracted  much  pnblic  attention,  and  several  petitions 
were  presented  to  Parliament ;  and  in  March,  1840,  the  Govern- 
ment determined  to  institute  an  inqoirj  into  the  whole  system 
of  paper  issues.  On  the  10th  of  that  month  the  Chancellor  of 
the  Exchequer  moved  for  a  Committee  for  that  purpose.  He 
reminded  the  House  that  the  Bank  Charter  would  terminate  in 
1844,  and  he  thought  it  expedient  that  they  should  not  postpone 
inquiry  into  the  subject  till  the  last  moment.  That  whatever 
might  be  the  difference  of  opinion  among  the  most  intelligent 
men,  as  to  what  part  of  the  difficulties  they  had  gone  through 
were  to  be  attributed  to  the  Bank  of  England,  or  other  Banks, 
still  they  were  very  strongly  of  opinion  that  the  present  system 
required  revision  and  alteration.  Leaving  out  of  consideration 
former  transactions,  the  difficulties  and  embarrassments  which 
the  country  had  gone  through,  within  the  last  few  years,  had  led 
the  most  important  bodies,  and  the  largest  of  the  manufacturing 
towns,  to  make  complaints — in  calm  and  temperate  language — 
and  to  express  an  anxiety  that  the  House  should  institute  an 
investigation  into  their  complaints,  and  endeavour  to  provide 
adequate  remedies.  The  chief  points  of  interest  connected  with 
the  report  and  evidence  are — 

1.  That  the  principle  propounded  in  1832  for  the  manage- 
ment of  the  Bank,  for  the  purpose  of  conforming  with  the 
principles  of  the  Bullion  Report,  was  totally  condemned. 

2.  The  great  modern  heresy,  that  bills  of  exchange  form  no 
part  of  the  circulating  medium,  or  currency,  which  was  first 
asserted  before  a  Parliamentary  Committee  in  1832,  was  now 
maintained  by  the  great  majority  of  the  commercial  and  banking 
witnesses. 

3.  This  seems  to  have  been  the  first  adoption  by  mercantile 
men  of  the  theory,  which  is  the  reigning  banking  fallacy  of  the 
present  day,  which  is  now  known  by  the  name  of  the  "  Currency 
Principle."  The  principle  shortly  stated  is  this — Thai  when 
Bank  notes  are  permitted  to  he  issuedy  tlie  number  in  circulation 
should  alivays  he  exactly  equal  to  tlie  coin  which  tvould  he  in 
circulation  if  they  did  not  exist.  The  advocates  of  this  principle 
maintain  that  it  is  the  only  true  mode  of  regulating  a  paper 
currency,  and  preserving  the  paper  of  equal  value  with  the  gold 
coin.     This  theory  sounds  remarkably  specious  and  plausible 
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find,  firom  the  eminence  of  the  persons  who  have  been  conyerted 
to  it,  has  acquired  much  importance.  Nevertheless,  we  affirm 
that  there  never  was  a  greater  delusion  palmed  off  upon  the 
credulity  of  mankind,  and  that  it  never  could  have  emanated 
from,  or  be  believed  in  by,  any  one  who  had  the  slightest  know- 
ledge of  banking  accounts. 

77.  The  rule  for  managing  the  Bank  so  as  to  conform  to  the 
principles  of  the  Bullion  Report,  which  had  been  considered  as 
the  acme  of  wisdom  by  all  the  witnesses  before  the  Committee  of 
1832,  was  thus  spoken  of  by  Mr.  S.  J.  Loyd,  now  Lord  Overstone 
— "  The  rule  of  keeping  a  fixed  amount  of  securities,  it  is  true, 
has  been  suggested  by  the  Bank  herself  for  her  guidance :  but  the 
folly  has  consisted  entirely  in  the  suggestion  of  such  a  rule,  and 
not  in  the  departure  from  it."  (Q.  2904.)  And  again  (Q.  2907) 
— *^  First  for  the  simple  and  exclusive  purpose  of  regulating  the 
circulation  of  the  country,  it  leaves  us  without  any  rule  whatever : 
and  accordingly  we  find  by  the  published  returns  that  no  fixed 
relation  exists  between  the  amount  of  bullion  and  the  amount  of 
circulation.  Second,  the  circulation  may  decrease  while  the  bul- 
lion is  increasing,  or  it  may  increase  whilst  the  bullion  is  de- 
creasing. We  have  had  practical  examples  of  each  kind  within 
the  last  few  years.  Third,  the  bullion,  throiigh  the  detnands  of  the 
depositors  may  leave  the  Bank  coffers  in  large  amounts ;  in  fact 

IT   MAY  BE  WHOLLY  DRAINED    OUT    WITHOUT  ANY  CONTRACTION 

OP  THE  CIRCULATION,  and,  there/are,  wifhaut  any  effect  being  pro- 
duced on  prices  or  foreign  exchaiiges,  hy  means  of  which  the  drain 
may  be  checked,*' 

This  passage  deserves  the  closest  attention,  because  the  Bank 
Act  of  1844  was  expressly  devised  for  the  purpose  of  preventing 
such  a  thing,  and  we  shall  see  shortly  how  far  it  was  effectual  for 
this  purpose. 

78.  Nothing  can  be  more  wearisome  than  to  read  through 
the  enormous  mass  of  heterogeneous  questions  heaped  upon 
one  another,  without  aim  or  drift,  tending  to  no  result,  and 
capable  of  producing  none.  Nothing  can  be  more  humiliating 
than  the  contrast  between  the  Bullion  Committee  of  1810  and 
the  Committee  of  1840.  The  Bullion  Committee  were  masters 
of  the  science ;  they  knew  how  to  govern  the  direction  of  the 
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inqnirj,  to  cross-examine  the  witnesses^  and  make  them  expose 
their  own  fallacies,  by  involving  them  in  contradictions  and 
inconsistencies.  And,  when  the  witnesses  had  given  their 
opinions,  the  Conmiittee  were  able  to  judge  and  decide  upon 
the  value  of  the  testimony,  and  the  result  was  the  complete 
demoUtion  of  the  opinions  of  the  great  majority  of  the 
witnesses.  But,  in  the  Committee  of  1840,  the  want  of  a 
presiding  mind  is  painfully  conspicuous.  They  were  totally 
destitute  of  any  knowledge  of  the  principles  of  the  science  of 
banking;  and  after  having  protracted  the  inquiry  through  two 
Sessions,  they  were  obliged  to  come  to  the  humiliating  confes- 
sion of  their  own  incompetence  to  frame  a  report  on  the 
evidence  given,  and  to  suggest  to  Parliament  the  expediency  of 
appointing  a  commission  for  that  purpose ! 

79.  From  1888  there  ensued  a  dismal  series  of  four  bad 
harvests  in  succession,  which  were  attended  with  much  suffer- 
ing to  the  people ;  high  prices  of  corn,  and,  as  a  natural  con- 
sequence, large  importations  of  foreign  corn,  and  a  very  low 
amount  of  bullion  in  the  Bank.  In  fact,  the  alleged  rule  of  1832 
was  a  complete  dead  letter,  and  it  was  not  till  the  27th  of 
August,  1842,  that  these  proportions  were  again  attained,  when 
the  liabilities  stood  at  £29,022,000, and  the  bullion  at£9,729,000. 
The  crops  of  1842-3-4  were  prodigiously  abundant — the  latter 
more  so  than  any  for  ten  years  preceding.  The  consequences 
of  this,  as  well  as  other  circumstances  which  happened  at  that 
time  to  .economise  the  capital  of  the  country,  produced  a 
cycle  of  years  of  great  apparent  prosperity,  but  which  ended  in 
the  great  revulsion  of  1847.  This  latter  part  is  beyond  the 
limits  of  this  Chapter.  The  bullion  in  the  Bank  continued 
steadily  and  rapidly  to  accumulate  until,  in  December,  1843,  it 
reached  a  higher  limit  than  it  had  ever  done  before,  being 
£14,982,000,  and  continued  to  increase  after  that  until  the 
passing  of  the  Act  of  1844. 


CHAPTER  X  * 


FROM  THE   BANK  ACT  OF   1844  TO  THE   PRESENT 

TIME. 

1.  On  the  6th  May,  1844,  Sir  Robert  Peel  moved  a  resolution 
of  the  Hoose^  that  it  was  expedient  to  cQntinne  for  a  limited 
time  certain  of  the  privileges  then  enjoyed  by  the  Bank  of 
England,  subject  to  any  conditions  that  might  be  passed  by  any 
Act  for  that  purpose.  In  bringing  this  resolution  forward,  he 
gave  a  preliminary  sketch  of  the  evils  of  the  paper  currency  as 
it  then  stood,  and  the  methods  he  proposed  for  placing  it  on  a 
Bonnder  footing.  After  dwelling  on  the  importance  of  a  metallic 
standard,  and  exposing  the  absurdity  of  the  theories  which  were 
BO  prevalent  during  the  Restriction  Act,  and  the  advantage  of 
having  a  single  standard  of  value,  he  addressed  himself  to  the 
more  immediate  subject  for  consideration — the  state  of  the 
paper  circulation  of  the  country,  and  the  principles  which  ought 
to  regulate  it — "I  must  state,  at  the  outset,  that,  in  using  the 
word  money,  I  mean  to  designate  by  that  word  the  coin  of  the 
realm,  and  promissory  notes  payable  to  bearer  on  demand.  In 
using  the  words  paper  currency,  I  mean  only  such  promissory 
notes.  I  do  not  include  in  these  terms  bills  of  exchange,  or 
drafts  on  bankers,  or  other  forms  of  paper  credit.  There  is  a 
natural  distinction,  in  mj  opinion,  between  the  character  of  a 
promissory  note  payable  to  bearer  on  demand,  and  other  forms 
of  paper  credit,  and  between  the  effects  which  they  respectively 
produce  upon  the  price  of  commodities,  and  upon  the  exchanges. 
The  one  answers  all  the  purposes  of  money,  passes  from  hand  to 
hand  without  indorsement,  without  examination,  if  there  be  no 
suspicion  of  forgery;  and  it  is,  in  fact,  what  its  designations 
imply  it  to  be,  currency,  or  circulating  medium.  . 
I  think  experience  shews  that  the  paper  currency,  that  is,  the 
promissory  notes  payable  to  bearer  on  demand,  stands  in  a  cer- 
tain relation  to  the  gold  coin  and  the  foreign  exchanges,  in  which 
other  forms  of  paper  credit  do  not  stand.    There  are  striking 
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examples  of  this,  adduced  in  the  Report  of  the  Bnllion  CSras- 
mittee  of  1810,  in  the  case  both  of  the  Bank  of  England  and  d 
the  Irish  and  Scotch  Banks.    In  the  case  of  the  Bank  of  England 
shortly  after  its  establishment  there  Tras  a  material  depreciataon 
of  paper  in  consequence  of  its  excessive  issue.    The  notes  of 
the  Bank  of  England  were  at  a  discount  of  17  per  cent.    After 
trying  various  expedients,  it  was  at  length  determined  to  redaoe 
the  amount  of  Bank  notes  outstanding.    The  consequence  was 
an  immediate  increase  in  the  value  of  those  which  remained  in 
circulation,  the  restoration  of  them  to  par,  and  a  corresponding 
improvement  in  the  foreign  exchanges.    In  the  case  of  Ireland, 
in  1804  the  exchange  with  England  was  extremely  unfavourable. 
A  Committee  was  appointed  to  consider  the  causes.     It  was 
denied  by  most  of  the  witnesses  from  Ireland  that  they  were  at 
all  connected  with  excessive  issues  of  Irish  notes.    . 
In  the  spring  of  1804  the  exchange  of  Ireland  with   England 
was  so  unfavourable,  that  it  required  £118  10s.  of  the  notes  of 
the  Bank  of  Ireland  to  purchase  £100  of  the  notes  of  the  Bank 
of  England.     Between  the  years  1804  and  1806  the  notes  of  the 
Bank  of  Ireland  were  reduced  from  £3,000,000  to  £2,410,000, 
and  the  effect  of  this,  taken  in  conjunction  with  an  increase  of 
the  English  circulation,  was  to  restore  the  relative  value  of  Irish 
paper,  and  the  exchange  with  England  to  par.     In   the  same 
manner  an  unfavourable  state  of  the  exchange  between  England 
and  Scotland  has  been  more  than  once  corrected  by  a  contraction 
of  the  paper  circulation  of  Scotland.     In  all  these  cases  the 
action  has  been  on  that  part  of  the  paper  credit  of  the  country 
which  has  consisted  of  promissory  notes  payable  to  bearer  on 
demand.    There  had  been  no  interference  with  other  forms  of 
paper  credit,  nor  was  it  contended  then,  as  it  is  now  contended  by 
some,  that  promissory  notes  are  identical  in  their  nature  with 
bills  of  exchange,    and    with   cheques    on  bankers,  and    with 
deposits,  and  that  they  cannot  be  dealt  with  on  any  separate 
principle." 

2.  There  is  no  need  now  of  saying  anything  more  regarding 
the  unhappy  heresy  with  which  Sir  Robert  Peel  was  then 
infected,  that  nothing  but  Bank  notes  are  paper  currency, 
because  we  have  nothing  new  to  say.  But  it  is  impossible  to 
imagine  anything  more  inaccurately  stated  as  historical  evidence 
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io  SDpport  hifl  ideas.  In  the  first  place,  he  committed  the 
mmense  error  of  omitting  to  consider  that,  in  the  English  and 
[lish  cases,  these  things  happened  when  the  English  and  Irish 
Bank  notes  were  not .  payable  to  bearer  on  demand,  when  they 
wrere,  in  feet,  inconvertible.  In  his  statement  regarding  the  Bank 
[>f  England  he  relied  npon  the  Bullion  Report.  Now,  we  have 
shewn,  by  the  most  incontrovertible  evidence,  in  Chapter  VIII., 
ihskt  this  passage  of  the  Bullion  Report  is  the  most  amazing  mass 
of  chronological  error  and  confasion  that  can  be  imagined.  It  was 
not  the  profuse  issues  of  Bank  notes  that  depressed  the  ex- 
changes, but  the  badmss  of  the  coin;  it  was  not  taking  Bank 
notes  out  of  circulation  that  brought  the  exchanges  to  par,  but  the 
restoration  of  the  coinage,  and  the  exchanges  were  brought  to 
par  nine  months  before  the  Bank  note  was  brought  to  par. 
Hence,  in  this  case,  the  statement  that  the  excessive  issues  of 
Bank  notes  caused  the  exchanges  to  fall,  and  the  withdrawal  of 
them  restored  them  to  par,  has  not  a  shadow  of  a  foundation  in 
truth.  Hence,  there  is  no  truth  whatever  in  saying  that  the 
action  was  upon  the  Bank  notes — the  action  was  simply  and 
solely  on  the  silver  coinage.  The  Irish  case  is  equally  inappli- 
cable, because  the  notes  were  then  inconvertible,  and  they  were 
the  medium  in  which  payment  of  bills  of  exchange  was  made; 
and  then,  unquestionably,  an  excessive  quantity  of  them  de- 
pressed the  exchanges  prodigiously;  but  how  does  such  a  case 
i^ply  to  notes  strictly  convertible  ?  The  Scotch  case  is  equally 
inapplicable — which  will  be  explained  in  the  following  chapter,  for 
the  notes  were  not  payable  to  bearer  on  demand,  but  six  months 
after  demand.  Consequently,  of  these  three  examples,  the  first 
IB  wholly  inaccurate,  and  the  other  two  are  wholly  inapplicable  to 
the  case  he  had  in  hand. 

8.  He  then  proceeded  to  expatiate  on  the  evils  of  unlimited 
competition  of  issues — 

"Are  the  lessons  of  experience  at  variance  with  the  conclusion 
we  are  entitled  to  draw  from  reason  and  from  evidence  ?  What 
has  been  the  result  of  unlimited  competition  in  the  United  States? 
In  the  United  States  the  paper  circulation  was  supplied,  not  by 
private  bankers,  but  by  joint  stock  banks,  established  on 
principles  apparently  the  most  satisfactory.  There  was  every 
precaution  taken  against  insolvency,  unlimited  responsibility  of 
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partners,  excellent  regalations  for  the  publication  and  anciit  of 
accounts,  immediate  convertibility  of  paper  into  gold.    If  the 
principle  of  unlimited  competition,  controlled  by  such  checks,  be 
safe,  why  has  it  utterly  failed  in  the  United  States  ?    How  can  it 
be  shewn  that  the  experiment  was  not  fairly  made  in  that 
country  ?    Observe  this  fact,  while  there  existed  a  central  Bank 
(the  United  States  Bank)  standing  in  some  such  relation  to  the 
other  banks  of  the  United  States  as  the  Bank  of  England  stands 
to  the  banks  in  this  country,  there  was  some  degree  (imperfect, 
it  is  true)  of  control  over  the  general  issues  of  paper.    But  when 
the  privileges  of  the  central  Bank  ceased,  when  the  principle  of 
free  competition  was  left  unchecked,  then  came,  notwithstanding 
professed  convertibility,  immoderate  issues  of  paper,  extravagant 
speculation,  and  the  natural  consequences,  suspension  of  cash 
payments,  and  complete   insolvency.      Hence  I  conclude,  that 
reason,  evidence,  and  experience,  combine  to  demonstrate  the 
impolicy  and  danger  of  unlimited  competition  in  the  issue  of 
paper." 

4.  It  is  impossible  to  say  which  is  the  more  remarkable  in  this 
extract — the  evidence  Sir  Ro))ert  Peel  omitted,  or  the  evidence 
he  adduced.  The  first  thing  that  strikes  us  is — What  was  the 
need  of  crossing  the  Atlantic  in  search  of  an  example  of  joint 
stock  banks,  with  unlimited  competition  of  issues?  Why  did 
he  not  cross  the  Tweed  ?  On  the  north  side  of  the  Tweed  there 
had  existed  joint  stock  banks,  with  unlimited  issues,  for  150 
years,  and  no  central  bank  to  control  the  others ;  the  principle 
of  free  competition  was  left  unchecked,  and  the  natural  con- 
sequences, **  suspension  of  cash  payments,  and  complete  insol- 
vency," had  never  occurred.  But  Sir  Robert  Peel  carefully 
avoided  saying  one  word  about  that  case,  and  the  reason  was 
that  it  militated  against  the  theory  he  was  determined  to  carry 
at  all  hazards,  that  of  ofie  Cmtral  Bank  of  Ismie. 

5.  But  the  evidence  he  adduced  was  as  great  a  misrepresenta- 
tion of  historical  fact  as  what  we  have  quoted  in  Section  2.  The 
American  Banks,  indeed,  established  on  principles  the  most 
satisfactory !  why  John  Law  was  the  parent  of  American  bank- 
ing !  They  were  a  formal  adoption  of  the  wild  theories  of  Law. 
However,   we   cannot  fully   expose    the    fallacy   of  Sir    Robert 
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^^eel's  yiewB  of  American  bankmg  nntil  a  subsequent  chapter ;  but 
^ks  to  the  fiBtct  of  the  Central  Bank  of  the  United  States  exercising 
«ui7  doe  controlling  influence  over  the  other  Banks,  we  will  onlj 
<]note  a  passage  from  President  Van  Bnren's  message  to 
Congress,  1839— 

''I   am  aware  it  has  been  urged  that   the  control  (over  the 
operations  of  the  local  Banks)  may  be  best  attained  and  exerted 
1>7  means  of  a  National  Bank.     The  hisi<ny  of  the  late  National 
£ank,  Gtrough  all  its  mutations,  shews  that  it  was  not  so.    On 
the  contrary,  it  may,  after  a  careful  consideration  of  the  subject 
l&e,  I  think  safely  stated,  that  at  every  period  of  banking  excess 
it  took  the  lead ;  that  in  1817  and  1818,  in  1823,  and  in  1833,  and 
in  1834,  its  vast  expansions,  followed  by  distressing  contractions, 
led  to  those  of  the  State  institutions.    It  swelled  and  maddened 
the  tides  of  the  banking  system,  but  seldom  allayed  or  safely 
directed  them.     At  a  few  periods  only  was  a  salutary  control 
exercised,  but  an  eager  desire,  on  the  coiftrary,  exhibited  for 
profit  in  the  first  place;   and  if  afterwards  its  measures  were 
severe  towards  other  institutions,  it  was  because  its  own  safety 
compelled  it  to  adopt  them.    It  did  not  differ  from  them  in 
principle  or  in  form ;  its  measures  emanated  from  the  same  spirit 
of  gain ;  it  felt  the  same  temptation  to  over-issues ;  it  suffered 
from,  and  was  totally  unable  to  avert,  those  inevitable  laws  of 
trade,  by  which  it  was  itself  affected  equally  with  them,  and  at 
least  on  one  occasion,  at  an  early  day,  it  was  saved  only  by  extra- 
ordinary exertions  from  the  same  fate  that  attended  the  weakest 
institution  it  professed  to  supervise.    In  1837  it  failed  equally 
with  others   in  redeeming  its    notes,    though    the    two   years 
allowed  by  its  charter  had  not  expired,  a  large  amount  of  which 
remains  at  the  present  time  outstanding." 

Such  was  the  language  held  by  the  GovemmQ^t  regarding 
that  institution  to  whose  abolition  Sir  Robert  Peel  attributed 
the  destruction  of  American  credit !  and  if  we  were  to  descend 
from  the  evidence  of  the  Executive  to  that  of  the  most  eminent 
private  commercial  writers,  such  as  Mr.  Galatin,  Mr.  Lee,  Mr. 
Appleton,  and  others,  we  shall  find  that  the  most  reckless  mis- 
management was  the  chief  characteristic  of  that  Bank.  So  much 
for  the  value  of  it  as  an  argument  in  support  of  Sir  Robert 
PeeFs  views. 
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6.    Sir  Robert  Peel  then  said  that  some  contended — and  h^    "^^ 
not  prepared  to  deny  the  proposition — that  if  we  had  a      xxer 
state  of  society  to  deal  with,  the  wisest  plan  would  be  to  cl^^ 
for  the  State  the  exclusive  privilege  of  the  issue  of  promisfl^^^ 
notes,  as  we  have  claimed  for  it  the  exclusive  privilege  of  coinirrf* 
They  considered  that  the  State  is  entitled  to  the  whole  profits    ^ 
be  derived  from  that  which  is  the  representative  of  coin,  at^^ 
that  if  the  State  had  the  exclusive  power  of  issuing  paper,  the^*^ 
would  be  established  a  controlling  power  which  would  ensure,  ^^ 
far  as  possible,  an  equilibrium  in  the  currency.     Is  it  necessarj^ 
to  point  out  the  gross  and  ludicrous  fallacy  of  Sir  Bobert  Pee^ 
in  this  sentence  ?    It  is  the  height  of  incorrectness  to  say  thaC^ 
the  State  has  the  exclusive  power  over  the  coinage,  or  at  leasts 
that  she  has  reserved  it  to  herself.    Ever  since  the  reign  of 
Charles  II.,  every  private  person  has  the  right  to  have  bullion 
coined  at  the  Mint;  formerly  both  gold  and  silver,  to  an  un- 
limited extent.      Since  1816  this  privilege  is  confined  to  gold 
coin.    At  this  moment  all  persons  are  entitled  to  have  as  mudi 
gold  bullion  as  they  please  coined  at  the  Mint ;  the  only  thing 
the  State  reserves  to  itself  is  the  privilege  of  coiiiing  it  so  aB  to 
insure  its  being  of  a  certain  weight  and  fineness.     But  in  what 
way   is   this  analogons  to  the  issue  of  promissory  notes?    The 
only  duty  of  the  State  is  to  take  measures  that  those  who  issue 
notes  shall  be  in  a  condition  to  fulfil  their  promise  of  payment 
on  demand.     He  then  stated  it  was  the  intention  of  the  Grovern- 
ment  to  increase  as  much  as  possible  the  power  of  a  single  bank 
of  issue,  and  that  bank  should  be  the  Bank  of  England.     The 
Bank  was,  therefore,  to  continue  its  privileges  of  issue,  but  it  was 
to  be  divided  into  two  departments,  the  one  for  the  purpose  of 
issuing  notes,  and  the  other  for  the  ordinary  business  of  banking. 
But  the  Bank  was  to  be  deprived,  once  for  all,  of  the  power  of 
unlimited  issues.     These  were  to  take  place  in  future  on  two 
foundations  only :  1st,  a  fixed  amount  of  public  securities ;  and 
2ndly,  bullion.     The  amount  of  issues  upon  public  securities 
was  permanently  fixed  at  £14,000,000 ;  every  other  note  was  to  be 
issued  in  exchange  for  bullion  only,  so  that  the  amount  of  the 
notes  issued  on  bullion  should  be  governed  solely  by  the  action 
of  the  public.      Although   Sir   Robert  Peel  wished  that  there 
should  only   be   a  single   bank  of  issue,  yet  existing  interests 
were  to  be  regarded ;  and  those  banks  which  were  at  that  time 


BANK   CHABTEB  ACT,  1844.  153 

^^^srMj  ifisnmg  their  own  notes  might  remain  banks  of  issne ; 
^nt  their  amount  was  to  be  strictly  limited  to  a  certain  definite 
Leverage.  There  were  other  details  concerning  joint  stock  banks 
vrliich  we  shall  reserve. 

7.  On  the  20th  of  May,  Sir  Robert  Peel  introduced  his  further 

reaolations,  and  proposed  that,  in  the  event  of  any  country  banks 

of   issue    failing,  or   withdrawing    their   notes  voluntarily  from 

circulation,  the  Bank  might,  with  the  consent  of  the  Crown, 

increase  its  issues  to  a  definite  proportion  of  the  notes  thus 

withdrawn.    And  farther,  that  the  Bank  should  be  obliged  to 

buy  all  gold  bullion  presented  for  purchase  at  £3  17s.  9d.  per 

wmce  (the  Bank  had  been  giving  only  £3  17s.  6d.),  and  a  certain 

proportion  was  allowed  to  be  on  silver  bullion,  as  the  export  of 

that  was  a  proper  remedy  for  the  inconvenience  of  our  standard 

differing  from  that  of  other  nations.    It  was,  therefore,  of  great 

importance  to  ensure  such  a  stock  of  silver  in  this  country,  as 

might  meet  the  wants  of  merchants,  and  prevent  them  having  to 

Bend  to  the  Continent  for  it.    He  proposed  that  the  silver  bullion 

opon  which  the  Bank  might  issue  notes  should  not  exceed  one- 

foarth  of  the  gold  bullion. 

8.  It  was  impossible  for  Sir  Robert  Peel  not  to  see  the  incon- 
BBtency  of  his  measure  of  1844,  with  his  expressed  sentiments 
i&  1819  and  1833,  that  it  was  inexpedient  to  limit  the  issues  of 
Ae  Bank  to  any  fixed  amount,  because  there  were  times  of  com- 
mercial difficulty,  when  an  increased  issue  of  notes  might  be  the 
proper  remedy.  There  is  no  doctrine  more  strenuously  insisted 
why  the  Bullion  Report,  by  the  statesmen  of  1819,  as  well  as  by 
tte  Government  in  1833,  and  Sir  Robert  Peel  himself,  at  both 
Aeae  periods,  than  that  it  was  impossible  to  fetter  the  discretion 
of  the  Bank  in  its  issues.  Sir  Robert  Peel  knew  that  he  was 
now  taking  away  this  power  from  the  Bank  altogether,  and, 
Mcordingly,  he  was  obliged  to  meet  this  objection.  He 
said— 

"It  is  said  that  the  Bank  of  England  will  not  have  the  means 
^hich  it  has  heretofore  had  of  supporting  public  credit,  and  of 
affording  assistance  to  the  mercantile  world  in  times  of  com- 
mercial difficulty.  Now,  in  the  first  place,  the  means  of  support- 
uig  credit  are   not  means  exclusively  possessed  by  banks.    All 
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who  are  possessed  of  unemployed  capital,  whether  bankers  or 
not,  and  who  can  gain  an  adequate  retom  bj  the  advance  of 
capital,  are  enabled  to  afford,  and  do  afford,  that  aid  which  it  is 
supposed  by  some  that  banks  alone  are  enabled  to  afford.  In 
the  second  place,  it  may  be  a  question,  whether  there  be  any 
permanent  advantage  in  the  maintenance  of  public  or  private 
credit,  unless  the  means  of  maintaining  it  are  derived  from  the 
bond  fids  advance  of  capital,  and  not  from  a  temporary  increase 
of  promissory  notes,  issued  for  a  special  purpose.  Some  appre- 
hend that  the  proposed  restriction  upon  issue  wiU  diminish  the 
power  of  the  Bank  to  act  with  energy  at  the  period  of  monetary 
crisis  and  commercial  alarm  and  derangement.  But  the  object 
of  the  measure  is  to  prevent  (so  far  as  legislation  can  prevent) 
the  recurrence  of  those  evils  from  which  we  suffered  in  1825, 
1836,  and  1839.  It  is  better  to  prevent  the  paroxysm 
than  to  excite  it,  and  trust  to  desperate  remedies  for  the  means 
of  recovery." 

Sir  Robert  Peel,  therefore,  deliberately  took  away  the  power 
of  the  Bank  to  act  on  extreme  occasions,  under  the  impression 
that  his  Act  would  prevent  these  extreme  occasions  from  arising. 
We  shall  see  how  his  hope  was  fulfilled. 

9.  Sir  Charles  Wood  followed  Sir  Robert  Peel,  travelling  over 
the  same  ground,  and  giving  the  same  caricatured  description  of 
American  banking  as  he  had  done;  moreover,  he  also  was  in- 
fected with  what  is  known  by  the  name  of  the  "currency 
principle  " — 

"  It  is  not  enough,  then,  to  enact  that  the  Bank  notes  shall  be 
convertible.  The  paper  circulation  must  not  only  be  convertible, 
but  must  vary  in  amount  from  time  to  time  as  a  metallic  circu- 
lation would  vary.  A  system,  therefore,  of  paper  circulation  is 
required,  which  will  attain  this  object,  and  insure  a  constant 
and  steady  regulation  of  the  issues  on  this  principle.  This,  and 
this  alone,  affords  a  permanent  security  for  the  practical  con- 
vertibility of  the  notes  at  all  times,  and  for  the  consequent  main- 
tenance of  the  standard." 

10.  The  bUl  was  read  a  second  time,  after  a  feeble  opposition, 
by  a  majority  of  185  to  80.  It  passed  through  the  House  of 
Lords  with  a  very  short  debate,  and  no  division.    Lord  Radnor 
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alone  protested  against  it,  and  it  received  the  Royal  Assent  on 
thelOthof  July,  1844. 

11.  The  chief  provisions  of  this  Act  are  as  follows  (Statute 
1844,  c.  32)— 

1.  That,  after  the  81st  August,  1844,  the  issue  of  Bank  notes 
by  the  Bank  of  England  should  be  kept  wholly  distinct  from  the 
general  banking  business,  and  be  conducted  by  such  a  committee 
of  the  directors  as  the  Court  might  appoint,  under  the  name  of 
the  "Issue  Department  of  the  Bank  of  England." 

2.  That,  on  the  same  day,  the  Governor  and  Company  should 
transfer,  appropriate,  and  set  apart,  to  the  issue  department 
securities  to  the  value  of  £14,000,000,  of  which  the  debt  due  by 
the  public  to  the  Bank  was  to  be  a  part ;  and  also  so  much  of 
the  gold  coin  and  gold  and  silver  bullion  as  should  not  be 
required  for  the  banking  department.  The  issue  department 
was  then  to  deliver  over  to  the  banking  department  an  amount 
of  notes  exactly  equal  to  the  securities,  coin,  and  bullion  so 
deposited  with  them.  The  Bank  was  then  forbidden  to  increase 
the  amount  of  securities  in  the  issue  department ;  but  it  might 
diminish  them  as  much  as  it  pleased,  and  increase  them  again  to 
the  limit  defined,  but  no  further.  The  banking  department  was 
forbidden  to  issue  notes  to  any  person  whatever,  except  in 
exchange  for  other  notes,  or  such  as  they  received  from  the  issue 
department  in  terms  of  the  Act. 

8.  The  proportion  of  silver  bullion,  in  the  issue  department, 
on  which  notes  were  to  be  issued,  was  not  at  any  time  to  exceed 
one-fourth  part  of  the  gold  coin  and  bullion  held  at  the  time  by 
the  issue  department. 

4.  All  persons  whatever,  from  the  81st  August,  1844,  were  to 
be  entitled  to  demand  Bank  notes  in  exchange  for  standard  gold 
bullion,  at  the  rate  of  £3  17s.  9d.  per  ounce. 

6.  If  any  banker  who,  on  the  6th  May,  1844,  was  issuing  his 
own  notes,  should  cease  to  do  so,  it  should  be  lawful  for  the 
Crown,  in  Council,  to  authorise  the  Bank  to  increase  the  amount 
of  securities  in  the  issue  department  to  any  amount  not  ex- 
ceeding two-thirds  of  the  amount  of  notes  withdrawn  from 
circulation. 

6.  Weekly  accounts  in  a  specified  form  were  to  be  transmitted 
to  Government,  and  published  in  the  next  Landon  OazeUe. 
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7.  From  the  same  date  the  Bank  was  relieved  from  all  stamp 
datj  on  their  notes. 

8.  The  annual  sum  payable  by  the  Bank  for  their  exclusive 
privileges  should  be  increased  from  £120,000,  as  settled  in  1888, 
to  £180,000.  And  all  profits  derived  by  the  Bank  from  the 
increase  of  their  issues  above  the  £14,000,000,  as  prescribed  by 
the  Act,  shall  go  the  public. 

9.  After  the  passing  of  the  Act,  no  person  other  than  a  banker 
who  was  lawfnUy  issuing  his  own  notes  on  the  6th  May,  1844, 
should  issue  Bank  notes  in  any  part  of  the  United  Kingdom. 

10.  After  the  passing  of  the  Act,  it  was  forbidden  to  any 
banker  to  draw,  accept,  make,  or  issue,  in  England  or  Wales,  any 
bill  of  exchange,  or  promissory  note,  or  engagement  for  the 
payment  of  money  payable  to  bearer  on  demcmd,  or  to  borrotv, 
Otoe,  or  take  up  in  England  or  Wales,  any  sum  or  sums  of  money, 
on  the  bills  or  notes  of  such  banker,  payable  to  bearer  on  demand, 
except  such  bankers  as  were  on  the  6th  May,  1844,  issuing  their 
own  Bank  notes,  who  were  aUowed  to  continue  their  issues  in 
such  manner,  and  to  such  extent,  as  afterwards  provided.  The 
rights  of  any  existing  firm  were  not  to  be  affected  by  the  with- 
drawal, change,  or  addition  of  any  partner,  provided  the  whole 
number  did  not  exceed  six  persons. 

11.  Any  banker  who  ceased  to  issue  his  own  notes  from  any 
reason  whatever,  after  the  Act,  was  not  to  resume  such  issues. 

12.  All  existing  banks  of  issue  were  forthwith  to  certify  to 
the  commissioners  of  stamps  and  taxes,  the  place,  and  name,  and 
firm,  at  and  under  which  they  issued  notes  during  the  twelve 
weeks  next  preceding  the  27th  April,  1844.  The  commissioners 
were  then  to  ascertain  the  average  amount  of  each  bank's  issues, 
and  it  should  be  lawful  for  such  banker  to  continue  hia  issues  to 
that  amount,  provided  that  on  an  average  of  four  weeks  they 
were  not  to  exceed  the  average  so  ascertained. 

18.  If  any  two  or  more  banks  of  issue  had  become  united 
during  that  twelve  weeks,  the  united  bank  might  issue  notes  to 
the  aggregate  amount  of  each  separate  bank. 

14.  The  commissioners  were  to  issue  in  the  London  Gazette 
a  statement  of  the  authorised  issues  of  each  bank. 

15.  If  two  or  more  banks  afterwards  become  united,  each  of 
less  than  six  partners,  then  the  conmiissioners  might  authorise 
them  to  issue  notes  to  the  amount  of  their  separate  issues.    But 
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If  ihe  nmnber  of  the  United  Bank  exceeded  six,  their  privilege 
€>f  ifigoing  notes  was  to  cease. 

16.  If  any  banker  exceeded  his  anthorised  issaes  he  was  to 
forfeit  the  excess. 

17.  Every  bank  of  issae  was  to  send  a  weekly  acoonnt  of  its 
iflsneSy  which  was  to  be  published  in  the  London  Gazette. 

18.  The  mode  of  taking  the  average  was  laid  down,  and 
l3aDkerB  were  to  permit  their  books  of  account  to  be  inspected 
Isy  a  Government  officer  properly  appointed,  and  to  make  a 
x^tnrn  to  Ck)vemment  once  every  year,  within  the  first  fortnight 
in  January. 

19.  The  Bank  of  England  was  allowed  to  compound  with 
private  banks  of  issue,  to  withdraw  their  own  notes,  and  issue 
Sank  of  England  notes,  for  a  sum  not  exceeding  one  per  cent. 
per  annum,  up  to  the  1st  August,  1856. 

20.  All  banks  whatever  in  London,  or  within  65  miles  of  it, 
^ere  allowed  after  the  passing  of  the  Act«  to  draw,  accept,  or 
indorse  bills  of  exchange,  not  being  payable  to  bearer  on 
demand. 

21.  The  privileges  of  the  Bank  were  to  continue  till  twelve 
months'  notice,  to  be  given  after  the  Ist  August,  1855  ;  and 
repayment  of  the  public  debts,  and  all  other  debts  whatever.   ^ 

12.  Such  are  the  leading  provisions  of  Sir  Robert  Peel's  Act, 
which  was  meant  to  carry  out  a  particular  theory  of  currency, 
which  we  have  no  hesitation  in  affirming  is  one  of  the  most 
stopendous  delusions  on  the  subject  that  any  one  ever  conceived. 
A  theory  as  opposed  as  possible  to  the  opinions  of  all  the 
greatest  authorities  on  the  subject,  during  the  great  discussions 
on  the  currency  in  1804, 1811,  and  1819,  which  we  have  already 
abundantly  quoted  in  the  former  part  of  this  volume.  But  the 
most  remarkable  circumstance  is  that  the  Act  authorises  the 
ii^ost  flagrant  violation  of  the  principle  it  is  intended  to  enforce; 
^^  the  issuing  of  notes  upon  the  public  fUnds  is  the  most 
Scions  principle  possible.  It  is  the  theory  of  John  Law,  which 
'^e  shall  more  fully  consider  in  a  subsequent  chapter.  Indeed,  so 
utterly  blind  was  one  of  the  most  distinguished  advocates  of 
^^  Uieory  to  the  true  nature  of  monetary  science,  that  he 
"^^ted  that,  "  practically  considered,  fluctuations  in  the  rate 
^^  interest,  and  iu  the  state  of  commercial  credit,  so  far  as 
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they  can  result  from  alteration  in  the  value  of  the  currenc^-Jf  i 
may,  under  the  operation  of  the  proposed  system,  be  taken  -^•^ 
nihil/'i 

18.  The  avowed  object  of  the  Act  of  1844  was  to  take  thme 
regulation  of  the  currency  out  of  the  hands,  or  even  the  powu  t, 
of  the  directors  of  the  Bank  of  England.  The  incorrigib  Tie 
mismanagement  of  that  body  had,  in  the  opinion  of  every  bod  J. 
aggravated  every  crisis.  The  authors  of  the  Act  of  18^iK4 
flattered  themselves  that  for  every  five  sovereigns  that  left  tt=ne 
country,  a  five-pound  note  must  be  withdrawn  from  circulatio^^n. 
We  shall  see  hereafter  how  this  expectation  was  fulfilled.  ^Hn 
the  meantime.  Sir  Bobert  Peel  himself  and  all  the  supporter:  ts 
of  the  Act,  gave  out  that  it  was  the  complement  of  the  Act  ^^f 
1819,  though  we  confess  we  do  not  clearly  see  the  meaning  -^f 
the  phrase.  If,  however,  they  mean  to  say  that  it  was  in  t^be 
spirit  of  the  Act  of  1819,  or  of  the  statesmen  of  that  peric^  d, 
we  wholly  deny  such  to  be  the  fact,  and  to  suppose  so,  oib^j 
argues  the  most  profound  ignorance  of  the  doctrines  of  tlKne 
authors  of  the  Act  of  1819. 

14.  The  issues  of  notes,  then,  of  the  Bank  of  England,  m^'re 
founded  upon  two  of  the  jnost  fatal  delusions  that  ever  prevail  ^^ 
on  the  subject  of  the  paper  currency ;  the  one  the  theory  o^ 
John  Law,  and  the  other  the  **  Currency  Principle,"  whic^b 
came  into  fashion  about  thirty  years  ago. 

15.  We  have  observed,  in  the  last  chapter,  that,  owing  to  tl^<^ 
good  harvests  of  1842-3-4,  the  Bullion  in  the  Bank  accumulat><^^ 
very  rapidly  during  these  years,  and  a  very  large  quanti^-S 
of  money,  which  the  nation  must  otherwise  have  spent  in  foo^^* 
was  set  free  for  commercial  purposes.  Other  circumstances  o*^^' 
curred  at  the  same  time  to  liberate  a  large  quantity  of  the  capi*>^ 
of  the  country  from  its  accustomed  use,  and  to  render  it  applicaTc:^^® 
to  commercial  purposes,  which  have  been  very  clearly  and  sl\:>1J 
pointed  out  by  Mr.  James  Wilson.  He  shews  that  the  rapiJJ  ^'Z 
and  certainty  of  conveyance  reduces  very  greatly  the  amoun<>  ^^ 
stock  it  is  necessary  at  all  times  to  keep  on  hand  wfr^^^ 
communications  are  slow  and  uncertain.     That  the   amounts      ^^ 

Col  Torrens.        Tooht's  Hist,  of  Prices,  Vol,  IV,,  p.  282. 
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Sfoods  in  transit  is  much  larger  with  a  slow  oonvejance  than  a 

<3iuck  one.     For  example,  when  Manchester  supplies  London 

ignth,  mannfactured  goods — if  it  takes  seven  days  bj  canal  for 

tliese  goods  to  reach  London,  it  is  clear  that  there  must  always 

Jje  seyen  days'  consumption  of  goods  on  the  way.    If  the  same 

taransit  is  accomplished  by  railway  in  one  day,  it  is  only  necessary 

to  have  one  day's  consumption  on  the  way ;   and  the  capital 

employed    in    producing  the  other  six    days'    consumption    is 

liberated,  and  may  be  employed  in  promoting  other  conmiiercial 

operations.    When  we  consider  the  enormous  economy  of  capital 

Tequired  in  the  transaction  of  the  same  amount  of  business 

which  was  effected  by  the  introduction  of  more  rapid  modes  of 

communication,  whether  by  railways  or   steamboats,   we    Eihall 

nnderstand  how  greatly  they  incre^ised  the  national  resources. 

There  can  be  no  doubt  that  the  economy  of  national  capital 

effected  by  the  extension  of  railways  far  exceeded  the  losses 

which  occurred  from  unsuccessfd  speculation  in  them.    Now, 

these  operations  were  beginning  to  have  their  fall  effect  in  saving 

the  national  capital,  simultaneously  with  the  good  harvests  of 

1842-3-4,  and  helped  to  swell  the  quantity  of  disposable  capital 

to  an  unprecede^ted  extent. 

16.  An  attentive  consideration  of  these  circumstances  is 
absolutely  necessary,  because  they  shew,  if  anything  were 
necessary  to  shew  it,  the  gigantic  error  committed  by  many 
writers,  who  think  that  the  prices  of  goods  must  vary  exactly 
with  any  increase  or  decrease  of  the  amount  of  the  currency, 
whereas  there  is  no  necessary  relation  between  the  two 
whatever.  The  particular  methods  of  doing  business  have  the 
most  important  influence  on  the  quantity  of  capital  necessary  to 
cany  it  on;  and  a  clumsy  or  more  ingenious  method  of 
transacting  business  may  make  the  most  important  changes  in 
the  quantity  of  money  necessary  to  circulate  any  given  amount 
of  commodities  without  causing  any  alteration  in  the  price  of  those 
commodities. 

17.  The  Act  of  1844  having  placed  an  absolute  limit  upon 
^he  discretion  of  the  Bank  in  issuing  notes.  Sir  Robert  Peel  said 
that  he  thought  that  banking  business  could  not  be  too  free  and 
^^^^restrained.    The  extraordinary  accumulation  of  capital,  arising 
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from  the  circmnstances  we  have  just  detailed,  lowered  the  market 
rate  of  discount  to  If  and  2^,  on  the  best  bills,  and  the  Bank 
of  England  immediately  conformed  to  the  market  rate  on  the 
passing  of  the  Act,  and  reduced  its  rate  from  4  per  cent,  to  2^ 
for  the  best  bills.  The  day  the  Act  came  into  operation,  indeed, 
the  whole  of  the  discounts  were  done  at  If,  and  they  continned 
at  that  rate  for  a  fortnight,  when  some  were  done  at  2  pei*  cent; 
and  up  to  the  26th  October  a  considerable  portion  was  done 
at  2^.  From  this  date,  however,  up  to  October,  1845,  the  rate 
was  2^.  In  November,  1845,  the  rate  was  suddenly  raised  to  Sj, 
and  continued  at  that  figure  till  August,  1846,  when  it  was 
lowered  to  8  per  cent.  These  rates  being  governed  by  the  flow 
of  bullion,  which  diminished  from  15^  millions  when  the  Act  of 
1844  passed,  to  18^  millions  in  November,  1845 ;  after  which  it 
increased  again  to  above  16  millions  in  August,  1846,  and  then 
began  steadily  to  decline  till  it  reached  its  minimum  in  the  great 
crisis  of  October,  1847. 

18.    The  first  failure  of  the  potato  crops  in  Ireland  in  1845, 
and  the  railway  mania  of  that  year,  must  be  too  fresh  in  the 
recollection  of  most  persons  to  need  repetition  here ;  nor  had 
they  anything  to  do  properly  with  the  management  of  the  Bank, 
whose  sole  proper  duty  was  to  look  to  its  own  affairs,  and  pre- 
serve its  own  stability.    The  calamity  of  1846   was  far  more 
severe  and  extensive  than  that  of  the  preceding  year.     It  was 
absolutely  certain  that  an  immense  quantity  of  bullion   would 
require  to  be  exported  in  payment  of  the  grain  it  would  be 
necessary  to  import.    Accordingly,  from  the  middle  of  Septem- 
ber, 184G,  a  steady  and  continuous  drain  of  bullion  set  in,  but 
the  Bank  made  no  alteration  in  the  rate  of  discount  until  the 
16th  January,  1847,  when  the  bullion  had  fallen  to  £13,949,000 
it  raised  the  rate  of  discount  to  3^,  and  on  the  23rd,  the  bullion 
having  been  further  diminished  by  £500,000,  it  raised  the  rate 
to  4  per  cent.     Henceforth  the  drain  continued  rapidly,  but  the 
Bank  still  continued  to  make  no  alteration  until  the  10th  April, 
when  its  treasure  being  reduced  to  £9,867,000,  the  rate  of  dis- 
count was  raised  to  5  per  cent.     Here  we  have  the  same  inve- 
terate blunder  committed  by  the  Bank  as  on  so  many  previous^ 
occasions — an  immense  drain  of  bullion,  and  yet  none  but  th^ 
most  feeble,  inefficient,  and  puerile  means  taken  by  the  Bank  tcz 
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raise  tihe  Talae  of  money  here.  Bnt  the  operation  of  the  Bank 
at  this  time  is  an  excellent  example  of  the  self-acting  nature  of 
the  Act  of  1844.  TVe  need  only  observe,  that  the  Banking 
Capital  of  the  Bank  of  England  is  £14,000,000  of  notes,  based 
upon  public  securities,  together  with  notes  representing  as  much 
bullion  as  there  is  in  the  issue  department.  Consequently,  the 
notes  held  in  reserve  must  always  be  equal  to  the  difference 
between  the  notes  in  circulation,  or  held  by  the  public,  and  the 
sum  of  £14,000,000  added  to  the  quantity  of  bullion.  Now,  we 
have  seen  that  the  intention  of  the  framers  of  the  Act  of  1844 
was,  that,  as  the  bullion  diminished,  the  notes  in  the  hands  of  the 
public  should  be  diminished,  in  conformity  with  the  "currency 
principle."  Let  us  now  see,  1st — How  the  Bank  was  inclined  to 
act  on  the  principle;  and,  2ndly — Supposing  they  were  disinclined 
to  do  so,  how  far  the  Act,  by  its  self-acting  principles,  compelled 
them  to  do  so.    The  fijllowing  figures  speak  for  themselves — 


Bank  Notes. 

*•■     •           «%    *fc 

Minimum  lUtfe 

1846. 

Held  In  Resen-e 

Total  Amount 

of 

Held  by  the 
rublic. 

by  the  Itank 

of 

England. 

of  Uulllou. 

Discount 
Per  Cent. 

Angnst  29 

20,426,000 

9,460,000 

16,366,000 

8 

October  8 

20,551,(MK) 

8,8U9.(KK) 

15,817,000 

^^ 

Novembor  7 

20,971.000 

7,265,000 

14,760,000 

Deeember  19 

19,649,000 

8,864,000 

15,163,000 

.» 

1847 

Janaary  9 

20,837;000 

6,716,000 

14,308,000 

»» 

16 

20,679,000 

6,646,000 

13,949,000 

H 

30 

20,469,000 

6,704,000 

12,902,000 

4 

February  20 

19,482,000 

6,917,000 

12,215,(H)0 

tf 

March  6 

19,279,000 

6,716,000 

11,696,000 

4 

20 

19,069,000 

6,419,000 

11,232,000 

f) 

April    3 

19,855,000 

3,700,000 

10,246,000 

1) 

10 

20,243,000 

2,558,000 

9,867,000 

6 

These  figures  shew  the  utter  futility  of  the  idea  that,  as  the 
bullion  diminished,  the  Act  could  compel  a  reduction  of  notes  in 
the  hands  of  the  public,  for  the  notes  in  circulation  were  within 
an  insignificant  trifle  as  large  in  amount  when  the  bullion  was 
only  £9,867,000,  as  when  it  was  £16,366,000.  Consequently, 
VOL.  II.  M 
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nothing  coald  be  a  more  total  and  complete  failure  of  the  kd  of 
1844,  on  the  very  first  occasion  its  services  were  required. 

19.    Now,  let  ns  recall  our  readers'  attention  to  what  Mr.  S.  J. 
Lojd  had  pointed  out  as  the  fatal  defect  of  the  Bank  rule  of  1832, 
which  we  have  given  in  §  77  of  the  preceding  chapter.    He  said 
that  under  it  t?ie  whole  bullion  in  the  Bank  might  he  drained  md 
without  any  contraction  in  the  circulation,  and  it  was  supposed 
that  the  Act  of  1844  had  especially  provided  against  this  defect 
In  fact,  the  whole  theory  of  the  framers  of  the  Act  was  that  for 
every  five  sovereigns  which  left  the  country  a  £5  note  should  be 
withdrawn  from  circulation :  and  that  if  the  Directors  failed  to  do 
so  of  their  own  accord,  the  "mechanical "  action  of  the  Act  would 
compel  them  to  do  so.    But  what  was  the  actual  result  ?    The 
Bank  had  lost  £7,000,000  of  treasure,  and  its  Notes  in  circulation 
were  only  reduced  by  £200,000 ;  the  whole  of  the  reduction  had 
been  thrown  upon  its  own  reserves.    Hence  the  Bank  Act  was 
open  to  exactly  the  same  charge  as  the  Bank  rule  of  1852 ! 

Mr.  F.  T.  Baring,  ex-Chancellor  of  the  Exchequer,  who  main- 
tained that  the  Act  had  been  successful  on  several  points,  allowed 
that  it  had  completely  failed  on  this  point  ^ — "  I  find  that  the  amount 
of  bullion  in  the  Bank  on  September  12,  1846,  was  £16,354,000, 
and  on  April  17,  1847,  it  was  reduced  to  £9,330,000,  being  a 
diminution  of  £7,024,000.  Now,  I  take  the  same  dates  with 
respect  to  the  circulation  of  notes,  and  I  find  that  on  September 
12,  1846,  the  amount  was  £20,982,000,  and  on  April  17,  1847,  it 

was  £21,228,000,  being  an  increase  of  £246,000 

I  must  say  that  I  never  entertained  the  idea  that  it  would  have 
been  possible  under  the  operation  of  this  bill  to  have  shewn  such 

a  set  of  figures I  believe,  if  we  look  back  we 

shall  find  that  the  operation  of  tlie  deposits  and  the  question  of  the 
reserve  teas  not  sufficiently  considered  either  by  those  who  were 
favourable  or  those  who  were  opposed  to  the  bill.  I  cannot  find 
in  the  evidence  before  the  Committee  of  1840  more  than  a  few 
sentences  leading  me  to  suppose  that  danger  arising  firom  such  a 
cause  was  contemplated  or  referred  to :  yet  this  was  a  most  im- 
portant consideration,  for  it  was  by  the  reserve  the  Bank  was 
enabled  to  do  wlmt  teas  contrary  to  the  spirit  of  the  bill — when  gold 
was  running  out,  not  to  reduce  their  circulation  by  a  single  pound. 

•  Hansard.     Pari.  Debates,   Vol.  96,  p.  616. 
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do  not  ihink  that  the  syBtem  works  satiB&ctorilj  in  this  respect: 
od,  ill  £^9  t^e  point  did  not  receive  anything  like  a  sufficient 
>iisideration.  Perhaps  it  was  impossible  before  the  bill  was  in 
ractical  operation  to  see  how  the  reserve  of  notes  would  operate: 
at  it  certainly  never  entered  into  the  contemplation  of  any  one 
xen  considering  the  subject  that  £7,000,000  in  gold  should  run 
fy  and  yet  that  (he  notes  in  the  hands  of  the  public  would  rather 
terease  than  diminish" 

20,  The  number  of  notes  held  in  reserve  in  the  Banking 
lepartment,  under  the  new  system  of  1844,  corresponded  in 
ffect,  very  much  to  the  amount  of  the  bullion  held  by  the  Bank 
lefore  its  division.  When,  therefore,  the  public  saw  that  the 
rhole  banking  resources  of  the  Bank  were  reduced  to  £2,658,000, 
k  complete  panic  seized  both  the  public  and  the  directors.  The 
otter  adopted  measures  of  the  most  unprecedented  severity  to 
iieck  the  demand  for  notes.  The  rate  was  not  only  raised  to  5 
ler  cent,  but  this  was  only  applicable  to  bills  having  only  a  few 
lays  to  run,  and  a  limit  was  placed  upon  the  amount  of  bills 
liaoonnted,  however  good  they  might  be.  Merchants  who  had 
received  loans  were  called  upon  to  repay  them  without  being 
permitted  to  renew  them.  During  some  days  it  was  impossible 
o  get  bills  discounted  at  all.  These  measures  were  effectual  in 
tq>ping  the  efflux  of  bullion,  and  a  sum  of  £100,000  in  sove- 
dgns,  which  had  been  actually  shipped  for  America,  was 
e-landed.  During  this  period,  the  rate  of  discount  for  the 
test  bills  rose  to  9,  10,  and  12  per  cent.  During  all  this  time, 
he  price  of  wheat  continued  steadily  to  rise,  notwithstanding 
be  monetary  pressure ;  and  at  the  close  of  May,  the  price  on 
oe  occasion  reached  ISls.  in  Windsor  Market.  The  foreign 
xdianges,  which  had  been  adverse  to  the  country  during  the 
itter  part  of  1846  and  the  beginning  of  1847,  from  the  immense 
uantity  of  foreign  com  which  was  imported,  became  favourable 
a  the  middle  of  April,  partly  owing  to  the  great  monetary  pressure. 

21.  The  pressure  passed  off  after  the  first  week  in  May,  having 
isted  about  three  weeks,  and  bullion  began  to  flow  in  after 
lie  24th  of  April,  until,  at  the  end  of  June,  it  amounted  to 
>10,526,000,  the  notes  in  circulation  being  £18,051,000,  and  the 
otea  in  reserve  £5,625,000. 

M  2 
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22.  The  oondnct  of  the  Bank,  in  keeping  down  the  rate  of 
discount  when  a  rapid  drain  was  going  on,  ^nd  the  foreign 
exchanges  were  nnfavonrable^  was  the  exact  counterpart  of  what 
it  had  done  on  so  many  previous  occasions,  and  excited  much 
comment  and  adverse  criticism  by  the  whole  commercial  com- 
munity of  London.  The  market  rate  rose  decidedly  above  it,  so 
that  a  rush  for  discounts  was  made  to  the  Bank,  which  were  no 
sooner  granted  than  the  gold  was  immediately  drawn  out. 

28.  On  the  27th  of  May,  the  Chancellor  of  the  Exchequer 
brought  the  subject  of  the  monetary  pressure  before  the  House, 
and  stated  that  he  had  numerous  deputations  to  him  respecting 
a  suspension  of  the  Act  of  1844,  which  the  Government  were 
not  prepared  to  adopt.  However,  he  meant  to  assist  the  Bank 
so  far  as  to  dispense  with  the  aid  the  Government  usually  had 
from  the  Bank  at  Quarter  day.  With  this  view,  he  intended  to 
raise  the  interest  on  Exchequer  bills,  which  were  then  at  a 
greater  depreciation  than  any  other  species  of  Government 
security,  to  8d.  per  day.  On  the  10th  he  brought  in  a 
resolution,  to  allow  all  persons  who  had  subscribed  to  the 
eight  million  Irish  loan  a  discount  of  6  per  cent,  on  any  in- 
stalment paid  in  before  the  18th  of  June,  and  4  per  cent,  if  paid 
in  before  the  10th  of  September. 

24.  The  enormously  high  price  of  grain,  which  had  no 
parallel  since  1812,  had  the  natural  effect  of  tempting  a  great 
number  of  houses  to  enter  into  speculations  for  the  import  of 
grain,  far  beyond  their  power  to  support.  The  enormous  im- 
portations in  May,  June,  and  July,  coupled  with  the  very 
favourable  appearance  of  the  harvest,  caused  a  heavy  and  con- 
tinuous fall  in  the  price  of  grain,  and  the  reports  of  the  potato 
crop  being  favourable,  the  price  of  wheat  fell  to  49s.  6d.  in 
September.  But  the  tremendous  fall  in  the  price  of  wheat  had 
been  attended  with  ruin  to  the  houses  which  had  speculated 
in  it.  Moreover,  that  hideous  nuisance  which  always  flourishes 
with  noxious  luxuriance  in  times  of  speculation — ^accommodation 
paper — was  extensively  prevalent.  The  failures  in  the  com 
traide  began  in  August,  which  engendered  a  great  discredit  in 
that  and  other  branches  of  commerce.  On  the  7th  of  August, 
the  minimum  rate  of  discount  was  raised  to  5^ ;  but  this  only 


THE   GREAT   CRISIS   OF    1847.  165 

referred  to  very  short-dated  paper,  as  the  greater  part  of  the 
paper  discounted  was  charged  at  much  higher  rates,  even  up  to 
7  per  cent.,  which  were  maintained  up  to  the  9th  October. 

25.  On  the  9th  August,  the  first  of  the  frightful  catalogue  of 
&ilure8  b^ran.  Leslie,  Alexander,  and  Co.  stopped  payment, 
with  liabilities  Mnounting  to  £500,000.  On  Wednesday,  the 
11th,  Coventry  and  Sheppard  stopped  for  £200,000,  and  King, 
Melville,  and  Co.,  also  for  £200,000,  and  several  other  minor 
firms  made  the  total  failures  in  the  first  week  amount  to 
£1,200,000.  In  the  next  week,  Giles  and  Co.  failed  for 
£100,000,  and  the  total  in  the  second  week  was  £300,000.  In 
the  following  week,  Robinson  and  Co.  failed  for  £110,000,  the 
senior  partner  of  which  firm  was  the  Governor  of  the  Bank  of 
England.  In  three  weeks,  the  failures  were  £3,027,000.  Week 
after  week  followed,  each  one  increasing  in  severity,  until  at  last 
the  total  exceeded  £15,000,000.  In  the  middle  of  September 
Saunderson  and  Co.,  the  eminent  bill  brokers,  stopped  payment, 
being  much  involved  with  the  great  houses  in  the  corn  trade. 
The  exchanges,  which  had  been  brought  to  par  in  April  by  the 
monetary  pressure  in  that  month,  were,  in  consequence  of  the 
increasing  severity  of  the  crisis,  become  decidedly  favourable, 
and,  on  the  25th  of  September,  bullion  began  to  flow  in.  During 
the  whole  of  September  the  commercial  calamities  were  falling 
&st  and  thick. 

26.  Almost  all  the  firms  connected  with  the  Mauritius,  such  as 
Beid,  Irving,  and  Co.,  failed,  principally  from  having  their  funds 
locked  up  in  sugar  plantations.  This  was  accompanied  by 
inmiense  failures  in  the  India  trade ;  the  credit  commonly  given 
in  that  trade  being  of  unusual  length,  which  affords  dangerous 
jbcilities  for  stretching  it  to  too  great  a  length.  The  railway 
works  which  had  been  sanctioned  in  the  session  of  1845-6,  were 
now  in  full  operation,  causing  an  immense  demand  for  ready 
money.  Almost  every  tradesman  in  the  kingdom,  from  Land's 
£nd  to  John  O'Groats,  was  deep  in  railway  speculations.  The 
extravagant  delirium  of  prosperity  in  1845-6,  had  caused  great 
numbers  of  them,  not  only  to  live  far  beyond  their  means  them- 
selves, but  to  trust  their  customers  beyond  all  the  bounds  of 
ordinary    credit.    We  have  heard  it  said»  that  in  numberless 
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instances,  their  bills  for  goods  fumished  in  1845  were  unpaid  in 
1847.     There  can  be  no  doubt  whatever  but  that  commerdai 
credit  of  all  sorts  and  descriptions,  among  all  classes  of  traders* 
was  in  probably  a  more  unhealthy  state  than  it  had  ev^  been 
before,  and  that  an  unprecedentedly  large  portion  of  the  com* 
munity  were  entangled  in  obligations,  of  which  there  was  no 
prospect  of  their  ever  working  themselves  free.      Sharp  and 
severe,  therefore,  as  the  remedy  was,  it  unquestionably  was  tihe 
very  best  thing  that  could  happen,  that  this  unhealthy  super- 
structure should  be  cleared  away,  and  that  commerce  should  be 
reconstrmcted    upon  an  improved    and  renovated  basis.      The 
extreme  pressure  may  be  considered  to  have  begun  on  the  28id 
of  September,  when  the  Bank  adopted  more  stringent  measures 
for  curtailing  the  demand  upon  its  resources.    Ever  since  the 
26th  of  June,  the  diminution  of  bullion  had  been  going  m 
rapidly ;  on  the  2nd  of  October  it  was  reduced  to  £8,565,000, 
the  notes  in  circulation  being  £18,712,000,  and  the  reserre, 
£8,409,000.    This  rapid  diminution  of  their  resources  shewed 
the  directors  that  the  time  had  come  when  they  must  think  of 
their  own  safety;   and  on   that  day  they  gave  notice  that  the 
minimum  rate  on  all  bills  falling  due  before  the  15th  of  October 
would    be    5^;  and    they  refused  altogether  to  make  advances 
on  stock  or  Exchequer  bills.    This  last  announcement  created 
a  great  excitement  on  the  Stock    Exchange.    The  town  and 
country  bankers    hastened    to    sell    their    public  securities,  to 
convert  them  into  money.    The  difference  between   the  price 
of    consols    for    ready  money,  and    for    the    account    of  the 
14th  of  October,  shewed  a  rate  of  interest  equivalent  to  50  per 
cent,  per  annum.     Exchequer  bills  were  sold  at  85s.  discount. 
Everything  became  worse  and  worse  day  by  day.    On  the  16th 
of  October,  the  Bank  rates  of  discount  varied  from  5^  to  9  per 
cent.     At  this  time  the  bullion  waB  £8,431,000:  the  notes  in 
circulation,   £19,359,000;  and  in  reserve,    £2,630,000.      The 
following    week,    from    Monday,    the   18th,  to    Saturday,   the 
23rd,  was  the  great  crisis.    On  that  Monday  the  Boyal  Bank  of 
Liverpool,  with  a  paid  up  capital  of  £800,000,  stopped  payment, 
which  caused  the  funds  to  fall  2  per  cent.    This  was  followed 
by  the  stoppage  of  the  North  and  South  Wales  Bank,  also  of 
Liverpool,  the  Liverpool  Banking  Company,  the  Union  Bank  of 
Newcastle,  heavy  runs  on  the  other  banks  of  the  district,  and 
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other  bank  failnres  at  Manchester^  and  in  the  West  of  England. 
Ab  the  whole  of  the  commercial  world  knew  that  the  resonrces 
of  the  Banking  department  were  being  rapidly  exhausted,  a 
complete  panic  seized  them.  A  complete  cessation  of  private 
iisoonnts  followed.  No  one  would  part  with  the  money  or  notes 
In  his 'possession.  The  most  exorbitant  sums  were  offered  to 
euid  reused  by  merchants  for  their  acceptances. 

27.  The  continued  and  ever-increasing  severity  of  the  crisis 
;»nsed  deputation  after  deputation  to  be  sent  to  the  Government, 
to  obtain  a  relaxation  of  the  Act,  and;  on  Saturday,  the  23rd  of 
October,  the  final  determination  of  the  Ministry  to  authorise  the 
Bank  to  issue  notes  beyond  the  limits  prescribed  by  the  Act  was 
tiaken,  and  communicated  to  the  Bank,  who  immediately  acted 
apon  it,  and  discounted  freely  at  9  per  cent.  The  letter  itself 
WBA  not  actually  sent  till  Monday,  the  25th.  It  stated  that  the 
Government  had  expected  that  the  pressure  which  had  existed 
tor  some  weeks  would  have  passed  away  like  the  one  in  April, 
had  done,  by  the  operation  of  natural  causes ;  that,  being  disap- 
pointed in  this  hope,  they  had  come  to  the  conclusion  that  the 
lime  had  come  when  they  ought  to  attempt,  by  some  extraor- 
dinary and  temporary  measure,  to  restore  confidence  to  the 
mercantile  community*  That,  for  this  purpose,  they  recommended 
he  directors  of  the  Bank  of  England,  in  the  emergency,'  to 
salarge  the  amount  of  their  discounts  and  advances  upon  ap- 
)roved  security;  but  that,  in  order  to  restrain  this  oper^iliion 
dthin  reasonable  limits,  a  high  rate  of  interest  should  be  charged, 
Krhich,  under  the  circumstances,  should  not,  they  thought,  be 
ess  than  8  per  cent.  That  if  such  a  course  should  lead  to  any 
nfringement  of  the  law,  they  would  be  prepared  to  propose  to 
Parliament,  on  its  meeting,  a  Bill  of  Indemnity.  This  letter 
?as  made  public  about  1  o'clock  on  Monday,  the  25th,  and 
lo  sooner  was  it  done  so  than  the  panic  vanished  like  a  dream ! 
iir.  Gnmey  stated  that  it  produced  its  effect  in  ten  minutes! 
>io  sooner  was  it  known  that  notes  might  be  had,  than  the  want 
>f  them  ceased !  Not  only  did  no  infringement  of  the  Act  take 
)laoe,  but  the  whole  issue  of  notes,  in  consequence  of  this  letter, 
vas  only  £400,000;  so  that,  while  at  one  moment  the  whole 
Tedit  of  Great  Britain  was  in  imminent  danger  of  total  destruc- 
ion,  within  one  hour  it  was  saved  by  the  issue  of  £400,000. 
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28.  The  extraordinary  and  disastrons  state  of  public  credit  at 
this  period  may  be  judged  of  by  the  aid  afforded  by  the  Bank  of 
England  to  different  establishments,  from  the  15th  of  September 
to  the  15th  of  November,  as  follows — 

1.  It  advanced  £150,000  to  a  large  firm  in  London,  who  were 
under  liabilities  to  the  extent  of  several  millions,  on  the  security 
of  debentures  of  the  Governor  and  Company  of  the  Copper 
Miners  of  England,  which  prevented  them  stopping  payment. 

2.  It  advanced  £50,000  to  a  country  banker,  on  the  security 
of  real  property. 

8.  It  advanced  £120,000  to  the  Governor  and  Company  of 
the  Copper  Miners,  which  prevented  them  stopping  payment. 

4.  It  advanced  £800,000  to  the  Royal  Bank  of  Liverpool,  on 
the  security  of  bills  of  exchange,  over  and  above  their  usual  dis- 
counts ;  but  this  was  inadequate,  and  the  bank,  having  no  further 
security  to  offer,  stopped  payment, 

5.  It  advanced  £100,000  to  another  joint  stock  bank  in  the 
country. 

6.  It  advanced  £180,000,  on  real  property,  to  a  large  mer- 
cantile house  in  London. 

7.  It  advanced  £50,000  to  another  mercantile  house,  on  the 
security  of  approved  names. 

8.  It  advanced  £50,000,  on  bills  of  exchange,  to  a  joint  stock 
bank  of  issue,  which  soon  after  stopped  payment. 

9.  It  advanced  £15,000,  on  real  property,  to  another  mercantile 
houi^  in  London. 

10.  It  saved  a  large  establishment  in  Liverpool  from  failing, 
by  forbearing  to  enforce  payment  of  £100,000  of  their  accept- 
ances falling  due. 

11.  It  assisted  another  very  large  joint  stock  bank  in  the 
country,  by  an  advance  of  £800,000  beyond  its  usual  discount 
limit. 

12.  It  advanced  £100,000  to  a  country  banker,  on  real 
security. 

18.  It  advanced  to  a  Scotch  bank,  £200,000,  on  the  security  of 
local  bills,  and  £60,000  on  London  bills. 

14.  It  assisted  another  Scotch  bank,  by  discounting  £100,000 
of  local  and  Loudon  bills. 

15.  It  advanced  £100,000  to  a  large  mercantile  house  in 
London,  on  approved  personal  security. 
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H  6.  It  asBisted  a  large  house  in  Manchester  to  resome  pay- 
M.^xkt,  by  an  advance  of  £40,000  on  approved  personal  secnrity. 

1  7.     It  advanced  £310,000  to  a  country  bank  on  real  property. 

1 S.  It  assisted  many  other  houses,  both  in  town  and  country, 
y  CMivances  of  smaller  sums  on  securities  not  usually  admitted  ; 
c&d  it  did  not  reject,  in  London,  any  one  bill  offered  for  discount, 
xcs^pt  on  the  ground  of  insufficient  security. 

IThe  far  larger  portion  of  this  assistance  was  given  before  the 
^3rd  of  October. 

^9.    A  general  election  had  taken  place  in  the  autumn  of 

1&4:7,  and    the  Ministry,  having  taken    upon  themselves    the 

responsibility  of  authorising  the  Bank  of  England  to  violate  the 

Aiot^  of  1844,  lost  no  time  in  calling  a  meeting  of  the  new  Par- 

Viairient.    It  met  on  the  18th  of  November,  and,  after  a  few 

prtsliminary  days  were  occupied  in  swearing  in  the  members, 

the  speech  fix)m  the   throne  was  delivered  on  the  23rd.    The 

first  paragraphs  stated,  as  a  reason  for  calling  them  together, 

tiliat  the  embarrassments  of  trade  were  so  alarming  that   the 

Queen  had  authorised  the  Ministry  to  recommend  to  the  Bank 

of  England  a  course  which  might  have  led  to  an  infringement  of 

the  law.      Happily,  however,  the  power  given  to  infringe  the 

^w,  if  necessary,  had  allayed  the  panic. 

30.    On  the  30th  of  November,  the  Chancellor  of  the  Ex- 
chequer moved  for  a  Committee  to  inquire  into  the  causes  of  the 
'^^^nt  commercial  distress,  and  how  far  it  had  been  affected  by 
*®  Act  of  1844.    He  spoke  of  the  panic  in  the  spring.    He 
^d  that  he  had  seen  no  reason  to  change  the  opinion  he  had 
^^n  expressed,  that  it  was  mainly  owing  to  the  imprudence  of 
'we  Bank,  which,  having  full  warning  of  the  various  demands  it 
^^d  have  upon  it,  was  too  tardy  in  raising  the  rate  of  dis- 
^^nt,  and   had  lent  out,  over  the   period  when  the  dividends 
"^<^ame  payable,  the  money  they  had  provided  for  that  purpose ; 
^  that  tiiey  were  not  in  possession  of  adequate  funds  when  they 
^ere  required.     The  low  state  of  their  reserve  then  excited 
^nstemation.    The  Bank  then  took  the  severe  step  of  reducing 
^e   amount  of  discounts;   they  pulled  up  as  suddenly  as  they 
uad  unwisely  let  out  their  reserve  before.    With  respect  to  the 
Pwiic  of  October,  he  said  that  the  severe  pressure  in  the  Money 
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Market  had  abated  when  the  bank  failores  in  Liverpool  and  the 
North  of  England  took  place,  which  renewed  the  alarm.  After 
describing  the  great  pressure  on  the  banks  in  the  country,  he 
said — 

**The  Bank  of  England  were  pressed  directly  for  assistance 
from  all  parts  of  the  country,  and  indirectly  through  the  London 
bankers,  who  were  called  upon  to  support  their  country  corres- 
pondents. The  country  banks  required  a  large  amount  of  notes, 
to  render  them  secure  against  possible  demands;  not  so  much 
for  payment  of  their  notes  as  of  their  deposits.  Houses  in 
London  were  applying  constantly  to  the  Bank  for  aid.  Two 
bill  brokers  had  stopped,  and  the  operations  of  two  others  were 
nearly  paralysed.  The  whole  demand  for  discount  was  thrown 
upon  the  hands  of  the  Bank  of  England.  Notwithstanding  this, 
as  I  before  said,  the  Bank  never  refused  a  bill,  which  it  would 
have  discounted  at  another  time,  but  still,  the  large  mass  of  bills 
which,  under  ordinary  circumstances,  are  discounted  by  bill 
brokers,  could  not  be  negotiated.  During  this  period,  we  were 
daily,  I  may  say  hourly,  in  possession  of  the  state  of  the  Bank. 
The  Governor  and  Deputy-Governor  at  last  said  they  could  no 
longer  continue  their  advances,  to  support  the  various  parties 
who  applied  to  them;  that  they  could  save  themselves,  that  is, 
they  could  comply  with  the  law;  but  that  they  could  not  do  so 
without  pressing  more  stringently  on  the  commercial  world. 
At  this  crisis,  a  feeling  as  to  the  necessity  of  the  interposition 
of  Government  appeared  to  be  generally  entertained ;  and  those 
conversant  with  commercial  affairs,  and  least  likely  to  decide  in 
favour  of  the  course  we  ultimately  adopted,  unanimously  expressed 
an  opinion,  that  if  some  measure  were  not  taken  by  the  Govern- 
ment to  arrest  the  evil,  the  most  disastrous  consequences  must 
inevitably  ensue.  Evidence  was  laid  before  the  Government, 
which  proved,  not  only  the  existence  of  severe  pressure  from 
the  causes  I  have  stated,  but  also  that  it  was  aggravated  in  a 
very  great  degree  by  the  hoarding,  on  the  part  of  many  persons, 
of  gold  and  Bank  notes,  to  a  very  large  extent,  in  consequence 
of  which  an  amount  of  circulation,  which,  under  ordinary 
circumstances,  would  have  been  adequate,  became  insufficient 
for  the  wants  of  the  community.  It  was  diflScult  to  establish 
this  beforehand,  but  the  best  proof  of  the  fact  is  in  what 
occurred  after  we  interfered.    As  soon  as  the  letter  of  the  25th 
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October  appeared,  and  the  panic  ceased,  thonsands  and  tens  of 
thonsands  of  pounds  were  taken  from  the  hoards,  some  from 
boxes  deposited  with  Bankers,  although  the  parties  would  not 
leave  the  notes  in  their  Banker's  hands.  Large  parcels  of  notes 
were  returned  to  the  Bank  of  England  cut  into  halves,  as  they 
had  been  sent  down  into  the  country  ;  and  so  small  was  the  real 
demand  for  an  additional  quantity  of  notes,  that  the  whole 
amount  taken  from  the  Bank,  when  the  unlimited  power  of  issue 
was  given,  was  under  £400,000.  The  restoration  of  confidence 
released  notes  from  their  hoards,  and  no  more  was  wanted,  for 
this  trifling  quantity  of  additional  notes  is  hardly  worth  notice. 
.  Parties  of  every  description  made  application  for 
assistance  to  us,  with  the  observation,  *  We  do  not  want  notes, 
but  give  us  confidence.'  They  said,  *We  have  notes  enough, 
but  we  have  not  confidence  to  use  them ;  say  you  will  stand  by 
us,  and  we  shall  have  all  that  we  want ;  do  anything,  in  short, 
that  will  give  us  confidence.  If  we  think  that  we  can  get  Bank 
notes,  we  shall  not  want  them.  Charge  any  rate  of  interest  yon 
please,  ask  what  you  like — {Mr.  Spooner,  No  I  no!)  I  beg 
pardon  of  the  honourable  gentleman,  but  I  may  be  permitted  to 
know  what  was  actually  said  to  me.  I  say,  diat  what  I  have 
stated,  was  the  tenor  of  the  applications  made  to  me.  Parties 
said  to  me,  *  Let  us  have  notes,  charge  10 — 12  per  cent,  for  them; 
we  don't  care  what  the  rate  of  interest  is.  We  don't  mean, 
indeed,  to  take  the  notes,  because  we  shall  not  want  them;  only 
tell  us  that  we  can  get  them,  and  this  will  at  once  restore 
confidence.'  We  have  been  asked  what  was  the  change  of 
circumstances  which  induced  us  to  act  on  Saturday  when  we 
declined  acting  a  day  or  two  before.  I  reply,  that  the  ac- 
counts which  we  received  on  Thursday,  Friday,  and  Saturday, 
were  of  a  totally  different  description  from  those  which  had 
been  previously  brought  us.  It  was  on  Saturday,  and  not 
before,  that  this  conviction  was  forced  upon  us,  and  it  was  not 
till  then  that  we  felt  it  necessary  to  sanction  a  violation  of  the 
law." 

The  persons  applying  generally  said  that  it  was  necessary  to 
place  a  limit  on  the  amount  to  be  authorised,  which  they  pro- 
posed should  be  £2,000,000  or  £3,000,000,  but  the  Government 
thought  that  the  limit  should  be  placed  on  the  rate  of  interest, 
and,  accordingly,  this  was  the  method  adopted. 
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81.  Sir  Robert  Peel  felt  particularly  called  upon  to  come 
forward  and  defend  the  Act  of  1844.  After  defending  himself 
from  some  minor  charges,  he  protested  against  singling  out 
individual  members  of  Parliament,  and  making  them  responsible 
for  the  acts  of  the  whole  Legislature.  He  said  that  some  persons 
alleged  that  the  Act  of  1844  had  been  passed  without  due 
inquiry,  but  he  recounted  the  committees  that  had  sat  for  five 
years,  and  had  asked,  on  the  whole,  upwards  of  14,000  questions — 
questions  and  answers  without  end,  but  with  no  practical  result 
from  those  apparently  interminable  investigations.  The  last 
committee  had  closed  its  labours  without  any  practical  results. 
At  last,  the  Ministers  determined  to  bring  forward  a  measure  on 
their  own  responsibility,  which  had  been  carried  by  extraordinary 
majorities ;  but,  nevertheless,  if  it  could  be  shewn  that  the  Act 
of  1844  could  be  amended,  that  it  ought  to  be  done. 

"  There  has  been  some  misrepresentation  respecting  the  objects 
of  this  Act.  I  do  not  deny  that  one  of  the  objects  contemplated 
by  the  Act  was  the  prevention  of  the  convulsions  that  had  here- 
tofore occurred  in  consequence  of  the  neglect  by  the  Bank  of 
England  to  take  early  precautions  against  the  withdrawal  of  its 
treasure.  I  did  hope  that,  although  there  was  no  imperative 
obligation  on  the  Bank  of  England  to  take  those  precautions, 
that  the  experience  of  1825,  1836,  and  1839,  would  have  induced 
that  establishment  to  conform  to  principles  which  the  directors 
of  the  Bank  acknowledged  to  be  just,  and  w^hich  they  had  more 
than  once  professed  to  adopt  for  their  own  regulation.  Sir,  I  am 
bound  to  say,  that  in  that  hope,  that  in  that  object  of  the  bill,  I 
have  been  disappointed.  I  am  bound  to  admit,  seeing  the  extent 
of  commercial  depression  which  has  prevailed,  and  the  number 
of  houses  which  have  been  swept  away,  some  of  which,  how- 
ever, I  think,  were  insolvent  long  before  the  bill  came  into 
operation,  and  others  of  which  became  insolvent  in  consequence 
of  the  failure  of  those  who  were  connected  with  them,  and  were 
imprudent  in  their  speculations,  I  am  bound  to  admit  that  that 
purpose  of  the  bill  of  1844,  which  sought  to  impress,  if  not  a 
legsd,  at  least  a  moral  obligation  on  the  Bank,  to  prevent  the 
necessity  for  measures  of  extreme  stringency  by  timely  precau- 
tions, had  not  been  fulfilled.  Sir,  I  must  contend,  that  it  was  in 
the  power  of  the  Bank,  if  not  to  prevent  all  the  evils  that  have 
arisen,  at  least,  greatly  to  diminish  their  force.    If  the  Bank  had 
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possessed  the  resolation  to  meet  the  coming  danger  by  a  contrac- 
tion of  its  issneSy  bj  raising  the  rate  of  discount^  by  reding 
tnnch  of  the  accommodation  which  they  granted  between  the 
fears  184i  and  1846 — ^if  they  had  been  firm  and  determined  in 
the  adoption  of  those  precautions^  the  necessity   for  extrinsic 
interference  might  have  been  prevented;  it  might  not  then  hare 
been  necessary  for  the  Gk>yemment  to  authorise  a  violation  of 
the  Act  of  1844.    .      .      .     The  bill  of  1844  had   a  triple 
object.      Its  first  object  was  that  in  which   I  admit  it    has 
fiedledy  namely,  to  prevent,  by  early  and  gradual,  severe  and 
sudden  contraction,  and  the  panic  and  confusion   inseparable 
from  it.     But  the  bill  had  at  least  two  other  objects  of  at 
least  equal  importance — the   one    to  maintain    and    guarantee 
the  convertibility  of  the  paper  currency  into  gold ;  the  other  to 
prevent  the  difficulties  which  arise  at  all  times  from  undue  specu- 
lation being  aggravated  by  the  abuse  of  paper  credit  in  the  form  of 
promissory  notes.    In  these  two  objects  my  belief  is  that  the 
bill  has  completely  succeeded.    My  belief  is  that  you  have  had  a 
guarantee  for  the  maintenance  of  the  principle  of  convertibility 
Buch  as  you  never  had  before ;  my  belief  also  is,  that,  whatever 
difficulties  you  are  now  suffering  from  a  combination  of  various 
causes,  those  difficulties   would  have   been  greatly  aggravated 
if  you  had  not  wisely  taken  the  precaution  of  checking  the 
unlimited    issues    of   the  notes  of   the  Bank  of  England,  of 
joint  stock  banks,  and  private  banks." 

^2.  Sir  Robert  Peel  then  entered  into  a  most  able  description 
^^  the  true  evils  the  country  was  suffigring  under,  which  arose 
^m  the  enormous  destruction  of  capital  by  the  dearth  of  food, 
*Dd  the  unusual  absorption  of  capital  in  one  channel  of  com- 
^®t3e,  the  construction  of  railroads,  which  were  not  yet  remu- 
^*erative.  He  shewed  the  absurdity  of  expecting  to  have  cheap 
^ouey  while  capital  was  scarce.  The  whole  of  his  remarks  are 
^  admirable,  that  we  regret  that  their  length  prevents  us  from 
?i^rig  them  entire.  He  cordially  approved  of  the  course  the 
^^emment  had  taken  in  not  issuing  the  letter  sooner  than  they 
^^*>  and  in  doing  it  when  they  did.  The  true  remedy  for  the 
^te  of  things  under  which  the  country  was  suffering  was 
Uidividtiai  exertion,  the  limitation  of  engagements,  the  cessation 
ot  all  demands  which  could  be  postponed ;  an  earlier  issue  of  the 
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letter  wonld  have  relaxed  these  necessary  exertions.  But  to 
that  pressure  a  panic  succeeded,  which  could  not  be  provided 
against  or  foreseen  by  legislation,  which  could  not  be  reasoned 
with,  and  which  could  only  be  met  by  a  discretionary  assump- 
tion of  power  by  the  Government  suitable  to  the  emergency. 
Whether  any  modification  in  the  Act  of  1844  was  desirable,  was 
a  question  for  future  consideration.  His  own  opinion  was  in 
favour  of  the  maintenance  of  the  great  principles  of  that  mea- 
sure. If  the  identical  restrictions  were  not  imposed  upon  the 
Bank  as  were  then  in  force,  still  there  must  be  some  restrictions; 
for,  after  the  experience  of  1825,  1886,  and  1839,  he  for  one 
would  not  be  content  to  leave  the  regulation  of  the  monetary 
concerns  of  this  country  to  the  uncontrolled  discretion  of  the 
Bank.  In  1844  the  general  conviction  was  that  it  ought  not  to 
be  so  left,  and  he  for  one  knew  no  better  mode  of  imposing 
restriction  than  that  which  was  devised  by  the  Act  of  1844." 
Fully  agreeing  with  Sir  Robert  Peel  on  the  necessity  for  a 
restriction,  we  think  that  the  restriction  devised  by  the  Act  of 
1844  is  not  the  true  one,  and  that  it  leaves  open  the  door  to  the 
Bank  for  the  most  fatal  mismanagement.  We  shall  endeavour 
to  shew,  in  a  future  chapter,  that  one  may  be  devised  which 
must  be  effectual. 

83.  The  Committee  appointed  by  each  House  began  to  sit  in 
February,  1848.  The  Governor,  Mr.  Morris,  and  the  Deputy- 
Governor,  Mr.  Prescott,  were  examined  at  great  length  before 
each  Committee,  and  expressed  their  unqualified  approbation  of 
the  Act  of  1844,  and  the  manner  it  had  worked.  The  object  of 
the  Act  was  to  place  the  circulation  of  this  country  exactly  in 
the  same  position  as  it  would  have  been  if  the  currency  had 
been  entirely  metallic. 

"  Your  opinion  is,  then,  that  with  regard  both  to  the  contrac- 
tion of  the  currency  and  the  expansion  of  the  currency,  they 
would  both  have  taken  place  precisely  in  the  same  mode,  and  to 
the  same  degree,  had  the  currency  been  purely  metallic?" 

Mr.  Morris — "Yes,  I  have  not  the  slightest  doubt  upon  the 
subject." 

They  said  that  its  object  was  to  secure  the  convertibility  of 
the  note,  which  it  had  effectually  done.  That  the  Bank  acted 
erroneously  in  the  spring  of  1847  in  not  raising  their  rate  of 
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difloomit  sooner,  which  much  contributed  to  the  monetary 
pressore  in  April.  Thej  said  that  the  Goyemment  letter  of  the 
25th  October  was  not  sought  for  by  them,  nor  issued  in  any 
way  at  their  instance,  that  they  had  no  fear  whaterer  for  the 
Bulk,  and  that  it  was  not  required  to  maintain  the  solvency  of 
the  Bank ;  but,  neyertheless,  it  had  the  best  effects  in  allaying 
the  commercial  panic.  That  the  panic  would  inevitably  have 
occurred  even  without  the  Act  of  1844,  but  that  Act  brought 
it  on  sooner,  and  probably  made  it  less  severe.  That  the  great 
merit  of  the  Act  was,  that  when  the  pressure  did  come,  the  Bank 
was  in  possession  of  £8,000,000  of  treasure ;  that  if  the  Bank  had 
been  left  free  it  would  probably  have  followed  the  course  of 
dangerous  liberality  which  it  had  done  on  so  many  previous 
occasions.  That,  though  the  Government  letter  did  relieve  the 
panic,  it  would  probably  have  passed  away  without  it.  They 
earnestly  deprecated  any  alteration  of  the  Act,  except  that  they 
thought  the  permission  to  issue  notes  upon  silver  bullion  too 
limited. 

84.  Mr.  S.  Gumey  agreed  in  blaming  the  management  of  the 
Bank  during  the  first  three  months  of  1847,  and  said,  that  if  the 
Bank  had  commenced  restrictive  measures  much  earlier,  the 
pressure  of  April  would  have  been  mitigated.  He  said,  that  in 
October  the  rapid  diminution  of  the  reserve  caused  a  very 
general  distrust  among  the  public  as  to  how  they  were  to  obtain 
circulating  medium.  The  wealthy  and  more  powerful  took  care 
very  largely  to  over-provide  themselves,  infinitely  beyond  the 
necessities  of  the  case.  The  consequence  was,  that  the  notes  in 
the  hands  of  the  public  amounted  to  nearly  £21,000,000,  of 
which  he  had  no  doubt  that  four  or  five  millions  were  locked 
up  and  inoperative  in  consequence  of  the  alarm  and  fear  of  not 
being  able  to  get  Bank  notes  at  all.  In  illustration  of  this,  he 
said  that  his  own  house  was  largely  called  upon  for  money  on 
Saturday,  the  22rd,  not  from  distrust  of  the  house,  but  from 
doubt  that  Bank  notes  were  to  be  had  at  all.  They  applied  to 
the  Bank  for  discount  to  a  large  amount,  which  was  agreed  to, 
but  they  were  told  the  rate  must  be  10  per  cent.;  upon  remon- 
strating with  the  Governor,  and  saying  that  it  would  have  the 
worst  effect  if  it  became  known  that  their  house  was  paying  10 
per  cent,  for  money,  the  rate  was  finally  agreed  upon  at  9  per 
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cent.  At  this  rate  they  took  £200,000.  On  Monday,  the  25th, 
however,  the  demand  was  again  very  heavy,  and  they  applied  for 
£200,000  more.  It  was  a  case  of  difficulty  with  the  Bank  under 
its  reduced  reserve  and  the  limitation  of  the  Act,  and  a  final 
decision  was  postponed  till  two  o'clock.  At  one  o'clock,  however, 
the  letter  from  the  Gk)vemment  was  anhounced,  authorising  the 
relaxation.  Its  effect  was  immediate.  Those  who  had  sent 
notice  for  their  money  in  the  morning  sent  word  that  they  did 
not  want  it,  and  that  they  had  only  ordered  payment  by  way  of 
precaution.  After  the  notice,  they  only  required  £100,000 
instead  of  £200,000,  the  alarm  passed  off,  and  by  the  end  of  the 
week  they  had  to  ask  the  Bank,  as  a  favour,  to  be  allowed  to 
repay  the  money  they  had  taken.  Mr.  Gumey  stated,  that  the 
experience  of  the  last  two  years  had  altered  his  opinion  respect- 
ing the  Act,  and  that  he  thought  it  necessary  there  should  be  a 
relaxing  power  somewhere. 

85.  Lord  Overstone  was  of  opinion  that  the  Act  of  1844  had 
no  effect  whatever  in  aggravating  the  pressure  in  x^pril ;  that  the 
course  pursued  by  the  Bank  from  January  to  April  was  ex- 
tremely erroneous  and  detrimental  to  the  public  interest,  and  was 
only  stopped  by  the  positive  pro\n8ions  of  the  Act ;  and,  if  that 
system  of  procedure  had  not  been  so  stopped,  it  must  have 
ended  in  the  most  disastrous  consequences. 

36.  Mr.  George  Carr  Glynn  had  been  of  ppinion  before  the  Act 
passed  that  the  division  of  the  Bank  into  the  issue  and  banking 
departments  was  a  desirable  experiment,  but,  after  the  exj^erience 
of  the  preceding  year,  considered  that  it  had  decidedly  failed. 

37.  The  Committee  of  the  Commons,  presented  their  report 
on  the  8th  June,  1848.  It  entered  into  no  philosophical  examina- 
tion of  the  correctness,  or  the  contrary,  of  the  opinions  of  the 
witnesses ;  it  aspired  to  and  attained  to  no  higher  function  than 
acting  as  a  kind  of  preface  to  the  mass  of  evidence,  but  concluded 
by  stating  the  opinion  of  the  Committee  that  it  was  not  expe- 
dient to  make  any  alteration  in  the  Act  of  1844.  The  Rei>ort 
of  the  Committee  of  the  Lords  was  presented  in  July,  and  was 
a  much  more  elaborate  production.  It  not  only  examined  the 
evidence  at  considerable  length,  but  pronounced  an  opinion  of 


DBAIN   IN   1854.  177 

ito  own,  and  recommended  that  the  Act  should  be  so  fer 
amended  as  to  introdace  a  discretionary  relaxing  power,  which 
was  only  to  be  exercised  daring  the  existence  of  a  fiiYoarable 
foreign  exchange. 

37.  On  the  22nd  of  Angost  Mr.  Herries  moved  that  the 
House  wooldy  early  next  Session,  take  the  Report  into  con- 
dderation,  which  motion  was  negatived.  In  the  next  Session 
he  made  another  attempt  to  induce  Parliament  to  alter  the  Act» 
but  without  avail. 

88.  After  the  severe  medicine  the  body  conmiercial  had  been 
subjected  to  by  the  great  crisis  of  1847,  which  there  can  be 
little  doubt  was  of  great  service,  by  removiug  houses  that  had  been 
insolvent  for  years,  the  commerce  of  the  country  was  established 
on  a  sounder  basis,  and  had  gone  on,  generally  speaking,  with 
great  prosperity  up  to  the  autumn  of  1857.  The  chances  of  war 
led  to  a  great  demand  for  shipping,  and,  of  course,  much  speculative 
dealing  in  that  property.  This  occurred  especially  at  Liverpool 
in  the  autumn  of  1854,  and  led  to  some  very  extensive 
Mmes.  The  revelations  which  ensued  from  these  failures 
disdoeed  that  the  same  inveterate  and  abominable  practices  of 
^accommodation  paper  were  again  rampant.  Fictitious  bills  to  an 
enormous  amount  were  fabricated  among  persons  who  were  in 
the  same  species  of  business,  and  were  negotiated  all  over  the 
kingdom.  Other  parties  resorted  to  practices  even  more  dis- 
graceful still,  if  possible.  These  great  failures,  which  are  too 
veil  known  to  require  naming  here,  gave  credit  a  very  serious 
*kock;  in  addition  to  which,  a  considerable  number  of  persons 
vto  were  engaged  in  extravagant  over-trading  in  Australia 
^red  severe  losses.  There  is  nothing  to  call  for  special  remark, 
except  that  a  great  drain  of  bullion  began  from  the  Bank  of  Eng- 
«nd  at  the  end  of  June,  and  continued  rapidly  and  steadily  till 
tile  middle  of  October.  On  the  23rd  June  it  stood  at  £18,169,000, 
deluding  the  coin  and  bullion  in  both  departments ;  and  by  the 
18th  of  October  it  was  reduced  to  £11,752,300.  The  causes  of 
tiiis  great  outflow  are  not  suflSciently  ascertained,  for  us  to 
'^^n  upon  them  with  accuracy.  Some  attributed  it  to  the 
purchases  of  com  which  the  high  price  of  wheat  here  caused  to  be 
^"^  for  importation — some  to  operations  of  the  Bank  of  France, 
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Time  will  probably  famiBh  ns  with  more  satisfactory  and  accu- 
rate informatioiL  What  the  causes  were  is  of  comparatively 
slight  moment.  We  are  happy  to  say  that  the  Bank  of  England 
acted,  in  this  case,  with  a  promptitude  and  decision  most  favour- 
ably contrasted  with  its  former  errors.  The  rate  of  discount 
was  rapidly  raised,  to  enhance  the  value  of  money.  On  no 
former  occasion  had  the  rise  been  so  frequent  and  extensive  in 
80  short  a  time ;  but  the  effect  produced  was  most  salutary. 

89.    The  following  table,  taken  at  intervals,  shews  the  bullion 
in  the  Bank,  and  the  rate  of  discount — 


1855. 

BnUion  in  the  Issae 

Bate  of  DlBcoont. 

Department. 

January 

4 

18,180,885 

5  per  cent. 

99 

20 

11,880,560 

w 

February 

22 

12,318,230 

99 

March 

22 

13,479,975 

99 

April 

12 

14,892,500 

A\  per  cent. 

May 

8 

14,791,785 

4        „ 

99 

17 

15,336,510 

99 

99 

31 

16,337,685 

» 

June 

14 

17,056,945 

3i  per  cent. 

99 

28 

17,429,435 

99 

July 

19 

16,631,890 

99 

August 

9 

15,601,590 

99 

September 

6 

14,368,010 

4  per  cent. 

» 

18 

13,668,005 

4i  per  cent. 

99 

27 

12,695,250 

5  per  cent. 

October 

4 

12,368,255 

5i  per  cent. 

99 

18 

11,205,855 

6  percent,  for  bills 
not  longer  than 
60  days. 

November 

8 

10,741,320 

7  per  cent,  for  bills 
not  longer  than 
95  days. 

December 

6  .:.     ... 

10,580,570 

99 

» 

27 

10,369,595 

99 
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Pot  several  preceding  weeks  the  Economist  reported  the 
Money  Market  to  be  as  tight  as  it  could  well  be.  But  on  the 
29th  of  December,  it  said — 

*'The  Money  Market  continues  as  stringent  as  it  can  well  be, 
and  no  bills  can  be  discounted  under  the  Bank  rates.  Pa[)er  at 
long  dates  cannot  be  discounted  on  any  terms.  The  great  extent 
of  our  trade,  as  indicated  by  the  returns  for  November,  confirms 
the  suspicion  awakened  by  the  continued  demand  for  money, 
that  trade  has  received  no  serious  clicckfrom  ilie  adcmK^  in  the  rate 
of  diecaunt,  and  is  still  more  extensive  than  prudence  warrants, 
cr  in  the  end  will  be  justified." 

40.  This  most  judicious  conduct  on  the  part  of  the  Bank, 
which  merited  nothing  but  the  most  unqualified  commendation, 
excited  a  .great  clatter  amongst  a  certain  number  of  people  who 
think  that  money  is  to  be  created  ad  libitum  by  writing '' pro- 
mises to  pay "  on  bits  of  paper,  when  there  is  no  money  to  pay 
them  with,  and  who  think  it  possible  to  send  one's  money  abroad 
and  also  to  have  it  at  home.  The  papers,  were  filled  for  weeks 
with  letters  and  articles  exhibiting  all  the  rank  follies  which 
were  once  prevalent  on  the  subject  of  the  price  of  com,  and 
which  have  been  so  admirably  exposed  by  Adam  Smith.  But  in 
this  respect  a  most  marked  and  healthy  change  has  been  of  late 
years  most  manifest  in  the  majority  of  public  writers.  The 
great  majority  now  understand  that  the  rate  of  discount  is  the 
tme  regulating  power  of  the  paper  currency,  and,  instead  of 
assailing  the  Bank  with  howls  and  execration  when  it  does  its 
duty  in  raising  its  rate,  they,  with  a  few  exceptions,  now  univer- 
sally commend  it.  This  is  great,  real,  and  sound  progress  in  the 
spread  of  true  Economic  science. 

41.  At  the  end  of  this  year  the  Queen  exercised  the  power 
reserved  in  the  Act  of  1844,  to  enable  the  Bank  of  England  to 
extend  its  issues  to  not  more  than  two-thirds  of  the  amount  of 
those  of  any  banks  of  issue  that  might  cease  to  issue  notes. 
From  the  passing  of  the  Act  up  to  this  period  forty-seven  banks, 
whose  authorised  issues  amounted  to  £712,623,  ceased  to  issue 
their  own  notes,  and,  on  the  18th  December,  1855,  the  Queen  in 
Council  issued  an  order  authorising  the  Bank  of  England  to 
increase  its  issues  to  the  amount  of  £475,000  upon  public  securi- 
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ties.  But  this  is  not  the  bond  fide  increase  to  the  issuing  power 
of  the  Bank.  For  in  the  year  1854  the  Clearing  House  was 
organised  on  a  better  plan^  and  whereas  before  that  an  average 
amount  of  £200,000  of  bank  notes  was  required  to  adjust  its 
transactions,  bj  the  new  system  these  were  totally  dispensed 
with,  and  no  notes  at  all  are  now  required.  Moreover,  by  the 
admission  of  the  joint  stock  banks  to  the  Clearing  House,  they 
are  saved  from  keeping  an  enormous  amount  of  notes  to  meet 
the  "bankers'  charges,"  which  may  safely  be  calculated  at 
£500,000.  These  notes,  therefore,  are  now  available  to  the 
Bank  to  use  for  commercial  purposes,  and,  consequently,  are 
to  be  considered  as  so  much  additional  power  of  issue  to  the 
Bank,  which  has  thus  in  reaUty  acquired  an  increased  power  of 
issue  to  the  amount  of  £1,175,000  since  the  Act  of  1844.  Up 
to  February,  1857,  seven  other  banks,  whose  aggregate  issues 
amounted  to  £111,020,  have  ceased  to  issue  notes,  but  no  further 
power  was  granted  to  the  Bank  to  extend  its  issues  until  1866. 

42.  For  several  months  after  the  beginning  of  1856,  the 
Money  Market  continued  in  a  state  of  great  "tightness,"  and 
the  bullion  in  the  Bank  scarcely  varied.  The  lowest  was  on  the 
26th  April,  when  it  stood  at  £9,081,675  ;  after  that  it  gradually 
rose,  and  the  rate  of  discount  fell  in  summer  to  about  4^  to  4^, 
but  in  October  the  bullion  fell  very  considerably  again,  and 
discount  rose  to  7  and  8  per  cent.,  and  a  pressure  followed  of 
about  the  same  severity  as  in  1855,  and  continued  with  very 
Uttle  variation  to  the  end  of  the  year. 

The  Crisis  of  1857. 

43.  The  crisis  we  have  just  been  considering  was  the  in- 
evitable termination  of  a  multiphcity  of  derangements  of  the 
proper  course  of  commerce.  No  one  conversant  with  commercial 
history  could  fail  to  foresee  that  the  entanglements  of  so  large  a 
portion  of  the  public  with  railway  speculations,  and  the  losses 
caused  by  the  failure  of  the  harvest  must  produce  a  crisis.  We 
have  seen  that  this  crisis  gave  a  fatal  blow  to  the  prestige  of  the 
Bank  Act  of  1844,  which  was  enacted  in  express  contradiction 
to  the  opinions  of  the  most  experienced  authorities  of  former 
times,  whom  it  professed  to  follow.    They  had  always  protested 
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agunrt  imposing  a  numerical  limit  on  the  iasnes  of  the  Bank. 
The  experience  of  the  crisis  of  1847,  amply  confirming  that  of 
1793,  1797,  and  1825,  shewed  that  such  restrictions  cannot  be 
maintained  in  the  paroxysm  of  a  great  crisis  without  endanger- 
ing the  existence  of  the  whole  mass  of  commercial  credit. 

The  crisis  we  are  now  going  to  describe  was  of  a  very 
diilerent  nature.  It  burst  upon  the  world  in  the  most  unexpected 
manner.  It  gave  no  premonitory  symptoms  which  were  apparent 
to  any  but  very  watchful  and  experienced  eyes ;  and,  when  it  did 
omne,  it  rerealed  a  d6pth  of  rottenness  in  the  commercial  world 
which  appalled  every  one,  and  proved  to  be  of  much  severer 
intensity  than  that  of  1847. 

44.  The  supporters  of  the  Act  were  much  crest&llen  by  its 
fiulnre  in  1847,  but  they  took  courage  again  after  the  Crimean 
war.  The  Act  had  been  subjected  to  the  test  of  a  great  com- 
mercial crisis  and  had  failed.  It  was  now  subjected  to  the  test 
of  a  war,  and  many  of  its  opponents  predicted  that  it  would  fail 
again;  but  it  did  not.  Its  effects  during  the  Crimean  war 
were  probably  salutary;  but  the  war  did  not  proceed  to  such  a 
length  as  to  test  its  powers  severely.  Peace  was  restored  before 
the  resources  of  the  country  were  in  any  manner  strained. 

We  have  said  above  that  the  rate  of  discount  in  the  Autumn 
of  1856  was  7  and  8  per  cent.  It  was  gradually  reduced,  and  on 
December  4th  it  was  6^,  and  on  the  18th,  6  per  cent.,  and 
continued  so  till  the  Autunm  of  1857. 

These  rates  were,  of  course,  very  much  higher  than  the  average 
ones  of  former  times,  and  they  were  one  ground  of  accusation 
brought  by  many  against  the  Act.  But,  in  truth,  they  were  its 
very  merit.  The  directors  had  now  learnt  ftom  experience, 
and  it  was  these  very  variations  which  preserved  the  security  of 
the  Bank. 

In  August  nothing  seemed  amiss  to  the  public  eye.  "  Things 
were  then  pretty  stationary,"  said  the  Governor  of  the  Bank — 
"the  prospects  of  harvest  were  very  good;  there  was  no  appre- 
hension that  commerce  at  that  time  was  otherwise  than  sound. 
There  were  certain  more  far-seeing  persons  who  considered  that 
the  great  stimulus  given  by  the  war  expenditure,  which  had 
created  a  very  large  consmnption  of  goods  imported  from  the 
East  and  other  places,  must  now  occasion  some  coUapee,  and 
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still  more  those  who  observed  that  the  merchants,  notwith- 
standing the  enhanced  prices  of  produce,  were  nevertheless  im- 
porting as  thej  had  done  successfully  in  the  previous  years.  But 
the  public  certainly  viewed  trade  as  sound,  and  were  little  aware 
that  a  crisis  of  any  sort  was  impending,  far  less  that  it  was  so 
near  at  hand." 

The  bullion  at  this  time  was  £10,606,000,  the  reserve 
£6,296,000,  and  the  minimum  rate  of  discount  5^,  when  on 
the  17th  August  the  Bank  entered  into  a  negotiation  with  the 
East  India  Company  to  send  one  million  in  specie  to  the  East. 

45.  Things  were  in  this  state  when,  about  the  middle  of 
September,  news  came  of  a  great  depreciation  of  American  rail- 
road securities.  It  was  found  that  for  a  long  time  they  had 
been  carrying  on  an  extravagant  system  of  management,  and 
paying  dividends  not  e.amed  by  the  traffic.  The  system  had  at 
last  collapsed,  and,  of  course,  an  enormous  depreciation  of  their 
stock  followed,  to  the  amount  of  nearly  20  per  cent.  It  was 
supposed  that  as  much  as  eighty  millions  of  this  stock  was  held 
in  England,  and  that  the  effects  of  this  fall  would  be  very 
serious.  On  the  25th  August  the  Ohio  Life  and  Trust  Crnri- 
party,  with  deposits  to  the  amount  of  £1,200,000,  stopped 
payment.  The  panic  spread  throughout  the  Union.  Discount 
rose  to  18  and  24  per  cent.  On  the  17th  October  news  came 
that  150  banks  in  Pennsylvania,  Maryland,  Virginia,  and  Rhode 
Island  had  stopped  payment.  The  drain  was  then  beginning  to 
be  severe  on  the  Bank  of  England.  On  the  8th  the  bullion  was 
£9,751,000,  the  reserve  £4,981,000,  and  discount  was  raised  to 
6  per  cent.  On  the  12th  the  rate  at  Hamburg  was  7|,  and 
bullion  was  flowing  towards  New  York;  discount  was  then 
raised  to  7  per  cent.  About  this  time  rumours  strongly  affect- 
ing the  Western  Bank  of  Scotland  were  abroad.  On  the  19th 
discount  was  raised  to  8  per  cent.  The  commercial  disasters 
were  increasing  in  America.  In  one  week  the  Bank  of  France 
lost  upwards  of  a  million  sterling.  The  bullion  in  the  Bank  had 
sunk  to  £8,991,000,  and  the  reserve  to  £4,115,000.  Discount 
was  raised  to  7^  in  Paris,  and  to  9  per  cent,  at  Hamburg.  On 
the  26th  a  deputation  from  the  Western  Bank  of  Scotland 
applied  for  assistance,  but  the  Bank  was  afraid  to  undertake  so 
enormous  a  concern.    The  Borough  Bank  of  Liverpool  was  also 
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in  difficaltieiy  and  after  some  time  the  Bank  agreed  lo  aaist 
them  to  the  araoiuit  of  £1,OuO,<Xn>  on  oondlcioQ  of  their  winding 
iqi.  Bat  the  arrangemencB  fell  thioiigh  in  conseqaence  of  the 
laTierpool  Bank  ckinng  its  doon  before  it  was  conipieced. 

46.     On  the  13di  October  a  general  run  took  place  on  the  Xew 

York  faaaka,  in  oonaeqoence  of  the  severe  measar&s  of  restriL-tion 

they  weie  oUiged   to  adopc  to  protect  themselvea.     Eighteen 

immediately  stopped,  and  soon    afterwards,  oat  of  63  banks, 

only  one  maintained  its   pavments.    This  immediatelj  reacted 

on   Lirerpod    and   Glasgow,  which  were  much  involyed  with 

Americaui  firms.    Br  the  Idth  October  the  fiulares  began  to  be 

munenHis  in  this    oonntzy.      Uneasinew  greatly    increased   in 

London.    On  the  28th  the  principal  di&connt  hoa.se  applied  to 

the  Bank  for  an  assmance  that  they  wonld  give  them  any  assiat- 

anoe  they  might  reqnire.     On   the  3<.)th  an  express  came  for 

£50fi00  (sovereigns)  for  a  Scotch  bank,  part  of  £17«>,iM»,  and 

£80,000  for  Ireland.    On  the  5th  Novem))er  disoonnt  was  raised 

to  9  per  cent    The  great  house  of  Dennistoan^  with  liabilities 

of  nearly  two  millions,  stopped  payment  on  the  7th,  and  the 

Western  Bank  of  Soodand  closed  its  doors  on  the  9th.    Failnres 

in  Ixndan  were  rapidly  on  the  increase.     Parchases  and  sales  of 

■tock  were  enormoos,  mach  beyond  what   they  had  ever  been 

The  bidlion  in  the  Bank  had  sank  to  £7,719,000,  and  the 

to  £3,8^,000.    On  the  9th  discoant  was  raised  to  10 

per  cent.    On  the  10th  November  a  large  discount  honse  applied 

to  the  Bank  for  £400,0(.n:i.    The  Bank  of  France  raised  its  rates 

to  8,  9,  and  10  per  cent,  for  one,  two,  and  three  months.    Another 

Kngliali  bank  was  assisted.      The  City  of  Glasgow  Bank  then 

■topped.    On  that  day  the  discounts  at  the  Bank  were  £l,126/.»00. 

On  the  10th  and  11th  npwards  of  one  million  sterling  in  gold 

was  sent  to  Scotland,  and  there  was  a  great  demand  from  Ireland. 

On  the  11th  Sanderson  and  Co.,  the  great  bill  brokers,  stopped 

payment,  with  deposits  of  ^  milliong.    On  the  12th  the  discocmts 

at  the  Bank  were  £S,37.V""^-     On  the  11th,  in  consequence  of 

these  sadden  demands  for  Scotland  and  Ireland,  the  biillion  was 

lednoed  to  £6,666,<X)0,  and  the  reserve  to  £1,462,IKX^. 

47.    As    the  iailares  in   London  became  more  tremendous, 
discoonts  became   more   and    more  contracted.    The  stunning 
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tiewB  of  the  stoppage  of  so  many  banks  created  a  banking  panic. 
Private  banks  stopped  discounting  altogether.  The  only  source 
of  discount  was  the  Bank  of  England.  The  public,  however, 
and  the  directors  knew  that  the  precedent  of  1847  must  be 
followed,  and,  though  they  made  no  direct  application  to  the 
€k)vemment  for  the  suspension  of  the  Act,  they  laid  the  state  of 
the  Bank  continually  before  them,  and  continued  to  discount  as 
if  they  knew  the  Act  must  be  suspended.  At  last  private  per- 
sons, being  unable  to  obtain  discounts,  began  to  make  a  run  for 
their  balances.  When  universal  ruin  was  at  last  impending,  the 
Government,  on  the  12th  November,  sent  a  letter  to  the  Bank  to 
say,  that  if  they  should  be  unable  to  meet  the  demands  for  dis- 
counts and  advances  upon  approved  securities,  without  exceeding 
the  limits  of  their  circulation  prescribed  by  the  Act  of  1844,  they 
would  be  prepared  to  propose  to  Parliament  a  Bill  of  Indemnity 
for  any  excess  so  issued.  In  order,  however,  to  prevent  the 
temporary  relaxation  of  the  Act  from  being  extended  beyond 
the  necessities  of  the  case,  the  rate  of  discount  was  not  to  be 
reduced  below  their  present  rate,  10  per  cent. 

48.  The  issue  of  this  letter  immediately  calmed  the  public 
excitement.  But,  on  the  evening  of  the  12th,  the  total  banking 
reserve  of  the  Bank  and  all  its  branches  was  reduced  to  £581,000. 
Truly,  said  the  Governor  of  the  Bank,  to  the  question  132,  "  Sup- 
posing the  letter  in  question  had  not  been  issaed  on  that  day, 
would  the  Bank,  on  the  morning  of  the  13th,  have  been  in  a 
condition  to  continue  its  discounts  ? — No ;  certainly  not. 

"  133.  Would  it  not  have  been  compelled  to  announce  it  could 
not  discount  any  more  commercial  paper? — Yes,  or  nearly  so. 

"138.  Is  it  not  hkely  that  the  announcement  of  the  cessation 
of  discounts  at  the  Bank  of  England  would  have  increased  the 
alarm  of  the  mercantile  public  in  London  ? — Materially. 

"139.  Would  not  an  increased  alarm  on  the  part  of  the  mer- 
cantile public  have  naturally  led  to  an  increased  demand  upon 
the  bankers? — It  would  have  led  to  immediate  failures,  and 
would  so  far  have  lessened  the  quantity  of  bills  coming  for  dis- 
count by  the  number  of  bills  which  were  actually  rendered  un- 
available. 

"140.  Without  reference  to  bills,  do  you  not  think  it  likely 
that  there  would  have  been  increased  demands  upon  the  bankers, 
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which  wonld  have  compelled  them  to  withdraw  a  portion  of  their 
deposits  fix>m  the  Bank  of  England  ? — I  think  certainly  that  in 
part  there  wonld  have  been." 

To  shew  the  state  the  Bank  was  rednoed  to,  the  Grovemor 
gmve  in  a  paper  to  the  Committee  with  the  following  figures, 
shewing  its  resenre  on  the  11th  and  12th  November — 

On  Wednesday,  November  11th,  the  reserve  consisted  of — 


Notes  in  London 

„     at  Branches 


Child  coin  in  London   . 
„       at  Branches 

8Qver  coin  in  London 
^        at  Branches 


£ 

£ 

«•• 

875,005 

•  •                ••• 

582,705 

957,710 

310,784 

97,665 

408,449 

44,046 

rve 

51,948 

95,994 

Total  Bese 

£1,462,158 

On  Thursday,  November   12th,  at  night,    the    reserve  con- 
sisted of— 

£  £ 

Notes  in  London         68,085 

n        at  Branches 62,545 


Gold  coin  in  London 

„      at  Branches             

274,958 
88,255 

180,680 

858,208 

91,918 

Silyer  coin  in  London 

„        at  Branches          

41,106 
50,807 

••  •         ••• 

Total  Reserve 

£580,751 

Hist  is  to  say,  the  total  reserve  in  London  on  the  evening  of  the 
12th  was  £384,144.  Such  were  the  resonrces  of  the  Bank 
of  England  to  commence  business  with  on  the  morning  of 
the  18th !     Truly,  said  the  Governor,  it  must   have  entirely 
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"ceaaed  disooimting,  which  would  haye  brought  an  immediate 
nm  upon  it;  and  the  bankeni'  balances  alone  were  £5,458,000. 
It  is  easy  to  see  that  the  Bank  could  not  have  kept  its  doors 
open  an  hoar. 

49.  The  Governor  of  the  Bank  said  that  the  panic  of  1857 
was  not  so  great  as  that  of  1847,  but  the  real  commercial 
pressure  was  more  intense.  This  is  proved  by  the  fact,  that 
while  in  the  former  year  the  issue  of  the  letter  immediately 
allayed  the  panic,  and  by  that  means  stopped  the  demand  for 
notes,  and  there  was  only  required  an  issue  of  £400,000  in  notes 
to  surmount  all  difficulties,  which  did  not  exceed  the  statutory 
limits ;  in  1857  the  issue  of  the  Gh)vemment  letter  produced  no 
cessation  of  the  demand  for  advances.  The  statutory  limit  was 
£14,475,000  of  notes  issued  on  securities,  and  there  were  issued 
in  excess  of  these — 


Nov.  18  186,000 

14  622,000 

16  860,000 

17  836,000 

18  852,000 

19  896,000 

20  928,000 

21  617,000 


Nov.  28   897,000 

„    24 817,000 

„    25 81,000 

„    26 243,000 

„    27 342,000 

„    28 184,000 

„    30 15,000 


On  the  meeting  of  Parliament  an  Act  was  passed  permitting 
a  temporary  suspension  of  the  Bank  Act  till  February  Ist,  1858, 
provided  the  directors  did  not  reduce  their  discount  below  10 
per  cent.  On  the  24th  December  they  reduced  it  to  8  per  cent., 
thereby  reviving  the  operation  of  the  Act. 

In  1858  the  inevitable  consequence  fdlowed  from  the  great 
crash  of  1857.  The  enormous  mass  of  false  trading  being 
cleared  away  money  naturally  flowed  into  the  Bank,  and  the 
quantity  of  bullion  gradually  and  steadily  increased  up  to  the 
end  of  the  year.  The  Bank  now  learnt  to  adopt  much  higher 
rates  oi  discount  than  formerly.  In  1847  it  kept  the  rate  at  5 
per  cent,  while  the  bullion  was  under  £10,000,000  ;  in  1858  tlie 
rate  of  5  per  cent,  was  maintained  till  the  bullion  exceeded 
£15,000,000 — a  great  advance  in  sound  principle. 
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50-     In  oar  Diettananj  of  PoUfiral  Eronomy^  Art.  Banking 

tft  England^  §  354,  pablished  not  long  ailer  this  great  crisis,  we 

eaid — ^"This  year  (185H)  passed  away  in  great  tranquillity,  per- 

flODS  not  yet  having  forgotten  the  lesson  of  1857.    But  we  cannot 

dodbt,  judging  from  all  former  experience,  that  an  nncasy  spirit 

will  80on  be  abroad  again  ;  we  cannot  doabt  that  the  brood  of 

speculators  are  now  anxioosly  casting  about  to  see  if  they  can 

|dant  the  seeds  of  the  next  crisis,  and  it  is  the  duty  of  those  who 

see  now  at  the  head  of  monetary  affairs*  to  be  on  the  watch  to 

ooonteract  all  such  attempts  as  they  can  detect ;  and,  in  the 

meantimey  the  most  interesting  question  at  the  present  time,  in 

»  WnVing  point  of  view,  is — ^What  is  to  be  the  next  mania  ?  " 

Time  has  given  an  answer,  to  this  question.  There  is  nothing 
special  to  arrest  our  attention  during  the  next  few  years.  The 
rates  of  discount  continued  generally  moderate  through  1859  and 
1860.  In  Febmaiy,  1861,  it  rose  for  a  short  time  to  8  per  cent. 
but  soon  subsided  again.  The  unhappy  civil  war  in  America 
Ihen  being  imminent,  created  natural  apprehension  as  to  our 
cotton  supplies,  and  most  persons  could  foresee  that  this  would 
lead  to  monetary  complications.  These,  however,  were  for  the 
ftitare.  Through  1861  and  1862  the  Money  Market  was. 
generally  speaking,  extremely  easy,  the  issue  of  paper  money 
by  both  the  belligerent  Governments  having  the  inevitable  effect 
rf  driTing  bullion  over  to  this  country ;  consequently  trade 
floorished  amaadngly,  and  the  price  of  money  was  very  easy. 

51.  And  so  things  went  on  till  October,  1863,  when  every 
one  began  to  foresee  a  disturbance  in  the  Money  Market  In 
the  first  place,  the  rapid  rise  in  the  price  of  cotton,  from  the 
bilnre  of  the  supply  from  the  Southern  States  of  America, 
ibroed  np  the  price  to  a  great  height.  The  world  had  to  be 
searched  to  produce  the  supply.  Immense  quantises  came  from 
the  East  Indies,  from  Egypt,  and  from  the  Brazils,  besides  other 
quarters.  This  vast  trade  being  suddenly  created,  had  to  be  paid 
fer  in  cash,  as  we  have  explained  in  the  chapter  on  Exchanges. 
Consequently  a  great  drain  of  silver  began  towards  the  East, 
irtiicfa  was  obtained  from  Paris  and  Hamburg,  the  great  marts  for 
sQver,  as  London  is  for  gold.  The  Italian  Government,  too 
contracted  a  loan  at  this  i)eriod. 


188     THBOBT  AKD  FBACTICB  OF  BANKING. 

The  law  of  limited  liability  began  to  operate  at  the  same  time, 
and  the  number  of  new  companies  being  formed  nnder  it  inspired 
uneasiness.  The  Bank  of  France  lost  great  quantities  of  specie. 
The  Bank  of  England  raised  its  rate  twice  in  one  week,  from  5 
to  6,  and  then  to  7.  The  Bank  of  France  also  raised  its  rate  to 
7,  and  spoke  of  issuing  50  franc  notes  ;  on  the  2nd  of  December 
the  Bank  raised  its  rate  to  7,  and  on  the  8rd  to  8.  At  the  same 
time  a  great  fall  took  place  in  the  Russian  Exchange,  in  con- 
sequence of  certain  Government  measures  not  having  succeeded. 
In  consequence  of  these  circumstances,  the  reserves  of  the  Bank 
were  considerably  strengthened  after  a  short  time.  But  in 
January,  1864,  a  fresh  export  of  specie  began  and  continued  with 
great  severity  till  the  middle  or  end  of  May,  so  that  discount 
varied  from  8  to  7,  and  6,  and  again  up  to  9.  In  May  the  Bank 
again  raised  its  rate  twice  in  one  week  to  9.  With  a  few 
fluctuations  this  great  pressure  continued  all  through  the  summer. 
Having  fallen  to  6  per  cent  in  June,  it  gradually  rose  again  to 
9  in  September.  After  that  it  gradually  fell  to  3  per  cent  in 
June,  1865. 

52.  Already  in  March,  1864,  the  numbers  of  new  companies 
formed  under  the  limited  liability  principle  gave  great  uneafiiness. 
Up  to  that  time  it  appeared  there  were  263  companies  formed 
with  a  nominal  capital  of  £78,135,000,  out  of  which  27  were 
banks,  and  14  discount  companies.  In  August,  1864,  the  long- 
dated acceptances  of  the  new  financial  companies  began  to  press 
on  the  market,  and  lay  the  foundations  of  the  crisis  of  1866.  In 
April  the  Bank  of  England  joined  the  Clearing  House,  thereby 
still  further  economising  the  use  of  Bank  notes. 

On  the  8th  of  September  the  Bank  raised  its  rate  to  9  per 
cent.,  and  this  measure  stopped  the  foreign  drain,  lowered  the 
price  of  foreign  commodities,  and  strengthened  their  reserves. 
The  price  of  cotton  was  greatly  lowered  owing  to  the  expected 
peace  in  America,  and  this  rise  in  the  rate  of  discount,  striking 
on  a  falling  market,  produced  an  immense  curtailment  of  business 
in  all  directions. 

T?ie  Great  Crisis  of  May,  1866. 

53.  On  the  20th  June,  1865,  the  rate  of  discount  reached  its 
minimum,  3  per  cent.     On  the  5th  August  it  was  raised  to  4, 
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and  then  gradnallj  and  continnonsly,  with  yery  slight  flnctna- 
tionSy  till  it  culminated  in  the  crisis  of  May,  1866. 

In  November  a  strong  foreign  drain  began^  the  exchange  fell, 
and,  this  growing  stronger  in  Jannary,  1866,  the  Bank  raised  its 
rate  on  the  6th  to  8.  This  had  some  effect  in  arresting  the  drain, 
bat  it  did  not  bring  in  fresh  supplies  from  abroad.  At  this  period 
the  National  Provincial  Bank  began  to  bank  in  London,  and,  in 
consequence,  were  obliged  by  law  to  give  up  their  issues,  which 
amounted  to  £442,371.  Several  other  banks  having  ceased  to 
issue,  since  the  Bank  of  England  had  been  last  authorised  to 
increase  its  issues,  it  was  now  permitted  to  increase  its  issues 
on  securities  to  £15,000,000.  The  high  rate  of  interest  here 
caused  a  good  deal  of  foreign  money  to  be  invested  in  long-dated 
biOs. 

Towards  the  end  of  January  the  difficulties  began,  which 
brought  on  the  panic  in  May.  In  consequence  of  there  having 
been  no  Parliamentary  inquiry,  as  might  have  been  expected,  the 
circumstances  of  this  panic  have  never  been  fully  explained.  But 
it  may  be  stated  generally  that  these  Finance  and  Discount  Com- 
panies had  advanced  enormous  sums  of  money  to  promote  great 
enterprises,  such  as  railways,  and  other  schemes,  which  could 
never  repay  their  cost  until  completed,  which  might  take  yeani 
to  do.  The  first  company  that  went  was  the  Joint  Stock  Discount 
Company  in  February.  This  spread  a  general  feeling  of  alarm, 
as  the  doings  of  this  Company  were  merely  a  type  of  a  large 
amount  of  business  which  was  known  to  have  been  engaged  in 
by  numerous  other  companies.  In  March  Bamed's  Bank  at 
liverpool  stopped  payment,  with  liabilities  of  upwards  of  8^ 
millions.  Several  great  railway  contractors  suspended,  involving 
in  discredit  the  companies  widi  whom  they  were  known  to  have 
**  financed.'' 

54.  On  the  3rd  of  May  the  Bank  raised  its  discount  to  7  per 
cent  Every  one  now  felt  that  the  long-dreaded  crisis  was  at  last 
come.  The  air  was  thick  with  rumours.  Every  one  knew  now 
that  it  was  merely  a  question  of  weeks,  perhaps  of  days,  when  the 
storm  should  burst.  On  the  8th  of  May  the  Bank  raised  its 
discount  to  8  per  cent.  The  advocates  of  the  Bank  Act,  in  their 
usual  strain,  proclaimed  that  on  no  account  whatever  must  the 
Act  be  suspended.     Such  a  thing  was  not  to  be  thought  o& 
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Oiedit  was  tiien  tottering  and  received  a  blow  from  the  report 
of  a  speech  of  the  Emperor  Napoleon  III.,  said  to  have  been 
addressed  by  him  to  a  meeting  at  Aoxerre^  in  which  he  expressed 
hifi  detestation  of  the  treaties  of  1815.  This,  in  the  feverish 
political  state  of  the  Continent^  was  held  to  mean  that  he  was 
determined  on  war. 

It  is  possible  that  this  excitement  might  have  passed  off,  as 
the  Bank  had  a  fedr  reserve  in  the  banking  department,  and 
abundance  of  bnllion  in  the  issne  department.  On  the  9th  of 
May  the  Bank  raised  the  rate  of  discount  to  9  per  cent.  On 
this  day,  however,  occurred  the  event  which  it  is  probable  pro- 
dnced  the  great  panic.  The  Mid-Wales  Bailway  Company  had 
accepted  bills  of  exchange  to  the  amount  of  £60,000,  which  were 
held  by  three  parties — ^Bateman ;  Overend,  Gumey,  &  Co. ;  and 
the  National  Discount  Company.  The  Company  had  dishonoured 
the  bills,  and  actions  had  been  brought  against  them  by  the  three 
parties  above  named.  As  ill  fortune  would  have  it,  judgment  in 
these  actions  was  delivered  on  the  9th  of  May,  in  the  very  height 
of  the  excitement.  The  Court  of  Conmion  Pleas  held  unani- 
mously that  the  Bailway  Company  had  no  authority  whatever  to 
accept  such  bills,  and,  consequently  that  they  were  absolutely  in- 
valid, and  so  much  waste  paper.  For  some  time  back  it  was  known 
that  Overend,  Gumey,  &  Co.  were  very  deep  in  with  contractors 
and  other  parties ;  moreover  they  held  forged  bills  to  a  large 
amount  of  another  firm.  Their  shares  had  been  pressed  on  the 
market,  and  were  going  down.  This  fall  in  their  shares  pro- 
duced a  steady  withdrawal  of  their  deposits.  The  judgment  in 
the  case  of  the  Mid- Wales  Railway  converted  this  into  a  complete 
run ;  and,  on  the  afternoon  of  Thursday,  May  10th,  the  terrible 
news  spread  through  London  that  the  great  establishment  of 
Overend,  Gumey,  &  Co.  had  stopped  payment,  with  liabilities 
exceeding  £10,000,000 — the  most  stupendous  failure  that  had  ever 
taken  place  in  the  City.  This  news  only  spread  about  after  bank- 
ing hours,  but  every  one  could  foresee  what  the  effects  would  be 
next  morning.  The  Chancellor  of  the  Exchequer  said  next 
evening  in  the  House  that  the  oldest  inhabitants  of  the  City 
declared  that  the  excitement  was  without  a  parallel.  Early  in 
the  evening  he  was  questioned  as  to  whether  Government  had 
authorised  the  Bank  to  issue  notes  in  excess  of  the  legal  limit.  The 
ChanceUor  replied  that  he  had  not  yet  done  so^  but  that  he  had 
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leoeiVed  adepatation  from  the  private  bankers,  and  was  expecting 
«De  from  the  Joint  Stock  Banks,  on  the  sahjeot.  Terr  soon  after- 
wards this  came,  and  the  Members  of  the  Cabinet,  having  retired 
to  a  committee  room  and  ponsnlted,  the  Chancellor,  later  in  the 
evening,  annoanoed,  amidst  the  loadest  cheers  from  all  parts  of 
the  Hoase,  that  the  €rovemment,  following  the  precedents  of  1847 
and  1857,  had  informed  the  Bank  that,  if  they  thought  proper  to 
make  advances  beyond  the  limit,  the  Government  would  bring  in 
a  Bill  of  Indemnity.  He  also  stated  that  the  Bank  had  advanced 
JUfiOOftOO  that  day. 

65.  The  announcement  of  the  suspension  of  the  Bank  Charter 
Act  produced  the  best  effects  next  morning.  The  Bank  raised 
its  nte  to  10  per  cent.,  and  everything  calmed  down,  and  though 
■ohteqnently  to  this  some  other  stoppages  took  place,  yet  the 
knowledge  that  the  Bank  had  power  to  make  advances  on  good 
aecnritieB  abated  the  panic.  On  the  18th  of  May  the  Chancellor 
of  the  Exchequer  stated  that  the  Bank  had  advanced  £12,225,000 
in  five  days.  The  sum  that  was  paid  away  during  the  panic  can 
probably  never  be  known,  but  it  was  something  perfectly  fabulous. 
It  has  been  said,  though,  of  course,  we  know  not  on  what 
■nthmty,  that  one  great  bank  alone  paid  away  £2,000,000  in 
fix  hours.  The  establishments  that  stopped  payment  were  as 
fbllowB,*  with  their  liabilities,  according  to  their  last  published 
balance-sheet,  though,  of  course,  these  were  greatly  diminished 
doring  the  panic — 

Paid-ap  Capital.  Resenre.  Liabilities. 

Ovarand,  Grnney,  A  Co £1,500,000  —  £11,000,000 

Ea^iah  Joint  Stock  Bank 150,000  £6,000  not  stated. 

Oriental  Commercial  Bank 375,000  49,500  — 

New  Zealand  Banking  Corpor..  80,000  16,000  136,000 

HaUet,  Ommannej,  &  Co —  —  238,000 

Imperial  Mercantile  Credit 600,000  —  not  stated. 

Commercial  Bank  of  India 1,000,000  238,802  — 

European  Bank &U,490  31,393  2,112,838 

BoMnson,  Ceryton,  Ss  Co —  —  — 

AWUwi^  Financial  Company  ...  20,000  -—  — 

Bank  of  London 400,000  802,324  4,335,877 

Consolidated  Bank 600,000  71,808  3,817,999 

Agra  and  Masterman's 1,500,000  500,000  15,582,002 

Besides  these  stoppages,  scTcral  other  banks  connected  with 
the   East  confessed  to  enormous  losses.     Thus,  the  Bank  of 
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Hindofitan^  China,  and  Japan  stated  ita  profits  at  £28,485,  and 
its  losses  at  £87,796,  with  a  farther  expected  loss  of  £70,000 ; 
the  Asiatic  Banking  Company  stated  its  profits  at  £61,494,  and 
its  losses  at  £142,000  ;  the  Bank  of  Queensland  stated  its  profits 
at  £10,878,  and  its  losses  at  £42,071.  What  losses  the  other 
banks  made,  we,  of  course  have  no  means  of  knowing,  but  thej 
were  probably  heavy. 

56.  We  have  already  noticed  in  Chapter  VII.,  §  15,  that  on 
this  occasion  the  Rule  that  a  high  Rate  of  Interest  will  attract 
bullion  from  foreign  cotlntries  seemed  for  a  short  time  to  be  at 
fault,  which  caused  a  good  many  persons  to  deny  its  truth  alto- 
gether. The  remarks  given  in  that  passage  were  written  at  the 
very  time  of  that  crisis,  and  shew  that  the  Law  did  not  fail  as 
was  alleged,  but  that  its  effects  were  for  a  short  time  counteracted 
by  other  causes.  We  are  happy  to  say  that  the  truth  of  our 
remarks  is  corroborated  by  a  distinguished  banker,  Mr.  Fowler — 
"  I  have  heard  it  said  that  whatever  may  have  been  the  case  in 
times  past,  on  this  occasion,  the  exaction  of  a  high  rate  of 
interest  failed  to  bring  gold  to  the  Bank,  and  thus  restore  the 
equilibrium  of  the  currency.  We  have  here  to  deal  with  a 
question  of  fact,  and  as  I  write,  bullion  is  flowing  in  from  all 
quarters,  just  as  on  former  occasions,  with  this  distinction,  that  a 
longer  period  was  required  in  order  to  produce  the  required  effect 
on  the  exchanges  than  had  been  found  needful  in  other  cases.  It 
is  not  the  fact  that  the  usual  results  have  not  been  experienced, 
but  it  is  the  fact  that  the  operation  has  been  more  tedious  than 
usual.  Moreover,  it  must  not  be  forgotten  that  we  received 
a  very  large  amount  of  specie  from  America  at  the  very  moment 
it  was  most  needed,  and  partly,  if  not  mainly,  in  consequence  of 
the  news  of  the  panic  in  London  having  arrived  in  New  York. 
But,  important  as  is  this  consideration,  there  is  no  doubt  that 
owing  to  the  discredit  which  fell  on  all  English  securities  in 
consequence  of  the  failure  of  Overend,  Gumey,  &  Co.,  and  other 
great  houses,  supplies  which  would  otherwise  have  been  attracted 
from  the  continent  by  a  10  per  cent,  rate,  were  delayed,  if  not 
altogether  withheld,  and  as  a  natural  result,  the  recovery  from 
the  panic,  and  the  replenishment  of  the  circulation,  took  place  far 
more  slowly  than  might  have  been  expected."  * 

»  The  Critis  of  1866.    By  Wm,  Fowler^  p,  42. 
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Thus  we  see  that  trne  science  is  yindicated  by  experience,  and 
the  history  of  banking  since  1866  has  amply  confirmed  the  tmth 
of  this  principle,  which  was  first  demonstrated  in  the  first  edition 
of  this  work  in  1856,  and  since  then  has  made  its  way  to  universal 
aoeeptanoe  by  all  competent  persons.  The  Usury  Laws  in  France 
were  modified  in  order  to  enable  the  Bank  of  France  to  adopt  it, 
and  by  a  sedulous  attention  to  this  principle  the  Notes  of  the 
Bank  of  France,  which  are  inoonyertible,  circulate  exactly  at  par 
with  specie ;  and,  in  fact,  every  bank  in  the  world  is  now  managed 
on  this  principle. 

Having  brought  the  history  of  Banking  up  to  this  point,  we 
do  not  think  it  necessary  to  give  any  further  details  of  events 
since  then.  The  primary  object  of  the  history  we  have  given  is 
to  establish  Prixciples.  We  have  given  an  exact  history  of  the 
different  doctrines  which  have  been  held  as  to  managing  the 
Bank  and  the  Paper  Currency,  until  at  last  scientific  reasoning 
and  practical  experience  have  equally  demonstrated  that  the  true 
method  of  controlling  Credit  and  Paper  Currency  is  by  means  of 
the  Rate  of  Discount.  We  have  given  ample  details  of  the 
steps  by  which  this  great  doctrine  gradually  established  itself  in 
the  Banking  and  Mercantile  world.  To  pursue  the  subject  further 
wonld  not  bring  out  auy  new  principles,  it  would  only  give  super- 
fluous illustrations  of  a  principle  which  is  now  as  firmly  established 
among  all  competent  persons  as  the  Newtonian  Law  of  Gravity 
IS  among  men  of  science :  and,  therefore,  prolonging  an  accoimt 
wonld  only  occupy  space  without  any  good  object. 


VOL.   II. 


CHAPTER    XI. 


HISTORICAL  SKETCH  OF  THE  RISE  AND  PROGRESS 
OF  BANKING  IN   SCOTLAND. 

• 

1.  The  Bank  of  Scotland  is  the  first  instance  in  the  world  of 
a  private  joint  stock  bank,  formed  by  private  persons,  for  the 
express  purpose  of  making  a  trade  of  banking,  dependent  on 
their  own  private  capital,  and  wholly  unconnected  with  the 
State.  It  differed  in  kind  from  any  of  the  other  banks  existing 
at  that  time.  The  successful  institution  of  the  Bank  of  England 
led  to  a  project  being  formed  to  establish  a  Bank  in  Scotland. 
A  merchant  of  London,  Mr.  John  Holland,  was  the  author  of 
the  scheme,  and  he  got  eleven  Scotch  merchants  to  join  him. 
They  obtained  an  Act  of  the  Scotch  Parliament  on  the  17th 
July,  1695,  authorising  the  Crown  to  grant  them  a  Charter  of 
Incorporation.  The  principal  provisions  of  this  Act  are  as 
follows  ^ — 

I.  The  joint  stock  was  to  be  £1,200,000  Scots,  or  £100,000 
sterling,  and  authorises  certain  persons  to  receive  subscriptions 
for  not  less  than  £1,000  Scots  (£83  fis.  8d.),  nor  more  than 
£20,000  Scots  (£6,G66  13s.  4d.)  for  each  peraon,  with  a  deposit 
of  10  per  cent. 

II.  They  were  allowed  to  lend  on  real  or  personal  security,  at 
not  more  than  6  per  cent. ;  and,  on  failure  of  payment,  to  sell  or 
dispose  of  the  security  publicly. 

III.  They  were  allowed  to  transfer  their  stock  freely,  or  by 
will. 

IV.  No  dividend  to  be  made,  but  by  consent  of  general 
meeting. 

V.  The  joint  stock  to  be  free  from  all  taxes  affecting  money 
for  21  years  from  that  date. 

VI.  It  was  declared  to  be  illegal  for  any  other  Company  to 
set  up  banking  for  21  years. 

^  Arts  of  the  Parliammt  of  Scotland,  vol.  ix.,^.  494. 
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VII.  Yarions  legal  privUeges  were  granted  for  the  more 
speedy  and  effectnal  recoTerj  of  debts  dne  to  the  bank. 

VIIL  Prohibits  any  sum  to  be  withdrawn  from  the  joint 
stoclL 

IX.  Prohibits  the  Company,  directly  or  indirectly,  firom  nsing 
or  employing  the  joint  stock  of  the  Bank,  or  any  of  its  profits, 
in  any  other  trade  or  commerce,  except  the  trade  of  lending  and 
borrowing  money  upon  interest,  and  negotiating  bills  of  ex- 
change. 

X.  Prohibits  the  Company  from  pnrehasing  land,  or  heritages, 
or  advancing  money  to  the  Government,  upon  the  anticipation 
of  any  sums  to  be  granted  by  Parliament,  except  only  those 
particular  ones  upon  which  a  credit  of  loan  should  be  authorised 
by  Parliament,  under  the  penalty  of  forfeiting  triple  the  amount, 
of  which  one-fifth  to  the  informer. 

XI.  All  foreigners  who  subscribed  to  the  joint  stock,  were 
ipso  facto  naturalised  to  all  intents  and  purposes.  It  was  also 
provided  that  two-thirds  of  the  stock  must  always  belong  to 
persons  residing  in  Scotland.  The  Scotch  subscription  of 
£800,000  Scots  (£66,666)  was  begim  in  November,  and  filled 
up  at  the  end  of  December,  1695.  The  English  subscription  of 
£400,000  Scots  (£33,833)  was  taken  up  in  one  day  in  London,  a 
great  part  by  Scotchmen.  As  the  Scotch  at  that  time  were 
supposed  to  know  nothing  about  banking,  it  was  also  provided 
that  for  a  certain  number  of  years  the  Governor  and  twelve 
Directors  should  be  English,  and  the  Deputy-(Jovemor  and 
twelve  Directors  should  be  Scotch.  However,  it  was  soon  found 
that  the  Scotch  were  such  good  managers,  that  this  arrangement 
was  changed,  and  all  the  Directors  were  Scotch,  and  thirteen 
trustees  were  chosen  to  manage  the  English  business  and  affiairs 
in  London. 

2.  No  sooner  was  the  Bank  fairly  established,  than,  in  1696,  the 
African  Company  attempted  to  set  up  the  trade  of  banking,  in 
defiance  of  the  Bank's  privilege.  This  was  the  celebrated 
Darien  Company,  which  was  organised  by  William  Paterson, 
who  was  one  of  the  founders  of  the  Bank  of  England.  Mr. 
Holland  was  Governor  of  the  Bank,  but  so  little  was  it  thought 
of,  that  it  did  not  venture  to  vindicate  its  privileges  against  the 
African  Company,  for  which  there  was  a  national  phrenzy,  and 

o  2 
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which  afterwards  ended  so  sadly.  ^  The  Bank  was  obliged  to 
content  itself  by  strengthening  its  position  by  calling  up  two- 
tenths  of  its  capital 

The  African  Company  soon^  however,  bomt  its  fingers  with 
banking,  as,  in  order  to  rival  the  Bank,  they  advanced  their 
notes  with  great  imprudence  to  several  of  their  own  shareholders 
and  others,  and  sustained  great  losses,  which  made  them  stop. 
The  Bank  then  began  the  business  of  exchanges,  but,  finding  that 
they  could  not  compete  with  private  merchants,  gave  it  up.  In 
1696,  they  opened  branches  at  Glasgow,  Aberdeen,  Dundee,  and 
Montrose;  but  not  finding  them  to  pay,  withdrew  them.  In 
May,  1698,  the  rivalry  of  the  African  Company  being  at  an  end, 
the  directors  repaid  the  two-tenths  of  capital  last  called  up,  as 
being  more  than  necessary  for  their  business. 

8.  The  Bank  at  first  received  no  deposits  from  the  public ;  its 
business  consisted  in  circulating  its  own  notes  upon  the  credit 
of  the  subscription  that  was  paid  in.  These  notes  were  for  £100, 
£50,  £20,  £10,  and  £5.  It  is  disputed  when  they  began  to  issue 
£l  notes,  for,  while  a  pamphlet,  published  in  1728  on  their  behalf, 
says  that  they  began  to  issue  them  in  January,  1C99-1700,  Mr. 
Kinnear,  a  director  of  the  Bank,  stated  to  the  Committee  of  the 
House  of  Commons  that,  though  many  proposals  were  made  to 
them  to  circulate  "tickets"  or  "tokens"  of  £1,  they  had  always 
hesitated  to  adopt  so  novel  an  experiment  till  1704.  Which 
authority  is  right  we  have  no  means  of  deciding.  In  1701  a 
great  fii*e  destroyed  the  Parliament  Close,  in  which  the  bank 
was,  but  the  cash  and  all  the  effects  were  safely  removed 
into  the  Castle  by  the  Earl  of  Leven,  who  was  Governor  of 
both. 

In  December,  1704,  soon  after,  as  it  would  appear  by  one 
account,  that  they  had  issued  £1  notes,  a  rumour  was  spread  all 
over  the  kingdom  that  the  Privy  Council  were  going  to  raise 
the  value  of  the  coin,  which  caused  a  run  upon  the  Bank,  and  at 
last  it  was  obliged  to  stop  payment.  A  meeting  of  the  pro- 
prietors was  held,  who  declared  that  all  their  notes  should  bear 
interest  until  they  were  paid.  The  directors  also  requested  the 
Privy  Council  to  appoint  a  Committee  to  examine  their  books. 
They  reported  that  the  Bank  was  in  the  most  sound  and 
flourishing  condition,  and  their  notes  then  passed  without  de- 
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preciation.  The  directors  made  a  call  of  one-tenth,  and  in  less 
than  five  months  paid  off  all  their  notes  with  interest. 

By  the  Act  of  Union  between  England  and  Scotland,  it  was 
stipnlated  that  the  coinage  of  Scotland  should  be  rednced  to 
uniformity  with  that  of  England,  and  the  loss  or  deficiency  to 
private  individuals  made  good  out  of  the  Equivalent  fund.  (Art. 
TV.)  The  Bank  assisted  this  operation  by  receiving  all  the  old 
money  and  giving  their  own  notes,  or  new  money,  in  return,  re- 
ceiving a  commission  of  half  per  cent.  This  was  successfully 
accomplished  without  any  disturbance. 

In  September,  1715,  the  rebellion  broke  out,  which  imme- 
diately caused  a  run  upon  the  Bank,  the  directors  themselves 
urging  it  on,  that  the  money  might  not  fall  into  the  hands  of 
the  insurgents.  They  then  stopped,  retaining  all  the  money 
belonging  to  the  Crown,  which  was  about  £80,000,  which  they 
lodged  in  the  Castle.  They  then  gave  notice  that  all  their  notes 
riKmld  bear  interest,  as  had  been  done  in  1704.  In  May,  June, 
and  July,  1716,  they  were  all  called  in  and  paid.  In  this  year 
the  monopoly  of  banking  granted  by  their  charter  expired,  and 
BO  steps  were  taken  to  renew  it. 

It  appears  that  up  to  this  time  the  profits  of  the  Bank  were 
enonnons.  A  rival  pamphlet  states  that  the  dividend  was  35 
40,  and  50  per  cent.,  and,  accordingly,  as  we  may  well  suppose, 
Uiese  profits  attracted  rivals.  A  cry  was  got  up  against  them, 
that  Uiey  were  too  niggardly  in  advancing  loans,  that  they 
encted  too  high  interest,  and  that  the  concern  was  altogether 
toosmalL 

4.  In  December,  1719,  proposals  were  made  to  them  to  unite 
with  the  proprietors  of  the  Equivalent  fund,  to  the  amount  of 
£2M,000,  so  as  to  increase  the  capital  to  £850,000,  and  share 
tte  annnal  grant  of  £10,000  (being  four  per  cent,  on  the  amount) 
m  the  proportion  of  two-sevenths  and  five-sevenths.  But,  as 
Ae  Bank  had  only  one-tenth  paid  up,  the  proprietors  of  the 
IqpiTaient  fiind  were  to  draw  out  of  the  Bank,  as  might  be 
ipeed  upon,  nine-tenths,  or  £225,000,  in  notes,  so  that  there 
i^^t  then  be  a  capital  of  £85,000  to  bank  upon. 

The  bank  replied  that — Ist,  They  had  no  i^ower  by  their  Act 
U  amalgamate  with  the  Equivalent,  as  they  were  limited  to 
£100,000   sterling;   2ndly,  That  they  would  not  unite  at  par 
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with  the  Equivalent  at  four  per  cent.,  while  their  own  stock  was 
worth  at  least  ten  per  cent.;  Brdlj,  That  the  stock  of  the  Bank 
was  large  enough  for  the  country ;  and,  if  they  wanted  it  en- 
larged, they  could  do  it  themselves  by  calls  on  their  proprietors. 
They  also  gave  other  calculations,  shewing  the  absurd  nature  of 
the  proposals. 

No  sooner  were  the  advances  of  the  Equivalent  proprietors 
repulsed,  than  another  set  of  persons  began  another  rough 
wooing,  to  thrust  themselves  into  a  union  with  them.  The 
Edinburgh  Society y  formed  on  a  pretended  plan  of  insuring 
against  fire,  tried  to  force  a  junction  with  them,  and,  being 
defeated  in  this,  they  tried  to  get  up  a  run  upon  them.  They 
got  together  £8,400  of  their  notes,  and  spread  a  report  of  a  run. 
This,  however,  failed ;  and  shortly  after  the  Bubble  Act  passed, 
by  which  the  society  found  that  they  were  an  illegal  company,  and 
were  obliged  to  dissolve  themselves.  The  London  Assurance  Com- 
pany then  '*  proposed "  to  them,  but  met  with  a  similar  refusal. 

5.  At  the  time  of  the  Union,  a  considerable  number  of  persons, 
both  civil  and  military,  were  creditors  of  the  State,  and  the 
Equivalent  sum  stipulated  in  the  Act  of  Union  was  not  sufficient 
to  discharge  their  claims.  In  1714,  they  obtained  an  Act  of 
Parliament,  constituting  their  debts,  but  no  Parliamentary 
provision  was  made  to  pay  it  till  1719,  when  £10,000  was  set 
apart  for  that  purpose,  to  be  paid  annually,  in  preference  to  all 
other  claims.  The  Act  of  1719  empowered  His  Majesty,  by 
letters  patent,  to  incorporate  the  proprietors  of  this  debt  into  a 
body  politic  and  corporate — a  Monte — with  powers  to  do  and 
perform  all  matters  appertaining  to  them  to  do,  touching  or  con- 
cerning the  said  capital  sum;  and  the  yearly  fund,  payable  in 
respect  thereof,  as  His  Majesty,  by  the  said  letters  patent,  should 
think  fit  to  grant.  In  pursuance  of  this  act,  the  proprietprs, 
who  included  persons  in  all  ranks  of  the  State,  were  incorporated 
in  1724  ;  and,  by  the  same  letters  patent,  the  King  agreed  and 
covenanted  with  the  corporation  that  he  would,  from  time  to  time, 
grant  them  such  other  powers,  privileges,  and  authorities,  as  he 
lawfully  might. 

This  was  the  body  of  persons  whom  we  have  seen  attempt  to 
force  themselves  on  the  Bank  of  Scotland.  When  they  were 
repulsed  by  that  body,  they  determined  to  apply  to  the  King  to 
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grant  them  powers  of  Banking  in  Scotland,  in  pnrsoanoe  of 
his  agreement  to  grant  them  any  powers  that  he  lawfully  might. 
They  accordingly  petitioned  him  to  grant  them  powers  to  bank 
in  Scotland,  limited  to  such  of  the  company  as  should  on  or  before 
Michaelmas,  1727,  subject  their  stock  to  the  trade  of  banking. 
This  petition  came  to  the  knowledge  of  the  Bank  in  1726,  and, 
of  course,  they  did  ever}'tliing  tliey  could  to  oppose  it.  A  cry 
was  got  up  against  them  that  they  were  hostile  to  the  House  of 
Hanover — that  they  charged  too  high  interest  for  their  loans — 
that  they  were  too  particular  in  the  securities  they  required — 
that  they  would  not  lend  on  tlicir  own  stock,  and  other  things. 
To  all  these  various  charges,  they,  or  a  friend  for  them,  elabo- 
rately replied,  and  they  siiid  that  sucli  a  thing  as  two  banks  in 
one  country  was  never  hciird  of — that  if  Scotland  had  two 
England  should  have  ten.  By  this  time  they  had  called  up 
S-lOths  of  their  stock,  or  £30,000,  and  they  alleged  that  that 
was  sufficient  to  circulate  all  the  credit  that  could  be  required 
in  Scotland.  They  had  some  sound  views  on  the  subject — "  For 
the  quota  of  credit  in  a  banking  company  must  be  proporfionfid 
io  the  stock  of  specie  in  t/ie  nation^  learned  and  understood  by 
long  experience,  and  not  extended  to  a  capital  stock  subscribed 
ibr,  which  cannot  in  the  least  help  to  support  the  company's 
credit  if  the  specie  of  the  nation  decay." 

The  call  that  had  been  made  was  partly  paid  up  in  the  Bank's 
own  notes,  just  as  we  shall  see  that  the  subscription  to  the  new 
stock  of  the  Bank  of  England  wi\s  partly  paid  in  its  own  de- 
{treciated  notes.  An  outcry  was  made  al)ont  this,  but  it  was 
weD  answered — "  But  the  objectors  do  not  at  all  consider  this 
poinL  For  the  payments  are  many  of  them  made  in  specie,  and 
bank  notes  are  justly  reckoned  the  same  as  specie  when  paid  in 
on  a  call  of  stock,  bemuse,  when  paUl  m,  it  kssetis  tits  demand 
mi  ike  Bafikr  He  also  says — "A  certain  stock  of  specie  cir- 
colating  in  the  country  is  needful  for  currency  of  payments  in 
nui^ets,  and  amongst  the  meaner  sort  of  people,  bearing  a  due 
nroportion  to  what  is  running  on  paper  credit  u]X)n  the  faith  of 
the  Banking  Company."  Excellent  doctrines,  in  strict  accordance 
with  the  principles  which  made  the  Parliament  of  Scotland  reject 
the  plaosible  and  delusive  schemes  of  Dr.  Chamberlen  and  John 
I^w,  for  issuing  paper  based  upon  land. 
Notwithstanding  the  opposition  of  the  Bank  of  Scotland,  the 
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charter,  with  powers  of  banking,  was  granted  to  the  Equivalent 
Company  on  the  8l8t  May,  1727.  The  King's  death  on  the  11th 
Jane  following  delayed  it  for  a  short  time,  but  it  was  sealed  on 
the  8th  July.  The  Company  took  the  name  of  the  Royal  Bank, 
and  commenced  business  on  the  8th  December,  1727,  with  a 
capital  stock  of  £151,000. 

Granting  that  all  the  charges  against  the  old  bank  were  futile 
and  groundless,  we  may  well  rejoice  that  the  monopoly  of  the 
Bank  of  Scotland  was  not  permitted  to  subsist.  A  writer,  who 
professes  to  be  independent  of  either  bank,  touched  the  right 
point  in  reply  to  the  statement  put  forth  on  behalf  of  the  old 
bank — ^'^The  power  of  monopolies  is,  I  belieye,  an  exploded 
doctrine.  .  .  .  Did  ever  any  nation  make  an  exclusive 
bank  perpetual,  or  for  longer  than  twenty-one  years  ?  Or,  if 
such  an  instance  can  be  given,  was  the  measure  right?  .  .  . 
If  the  old  bank  should  reply — ^We  are  in  possession,  what  have 
we  done  to  deserve  to  have  our  possession  disturbed?  The 
answer  upon  that  abstract  question  is  plain  by  another  question — 
WTiat  have  ws,  the  other  subjects^  done  to  he  eechidedf  or  by  what 
law  are  we  secluded  from  the  advanta^/es  you  enjoy  f"  The 
writer  then  says,  after  comparing  the  rival  companies — "The 
obvious  reflection  which  arises  from  comparing  these  two  is,  that 
these  candid  and  fair  dealers  have  also  dealt  profitably  for  them- 
selves (as  it  is  but  reasonable  that  they  should),  they  have  taken 
very  good  payment  for  all  the  services  they  have  done  to  the 
nation,  and  what  title  they,  or  any  other  set  of  men,  have  to  an 
hereditary  or  indefeasible  monopoly  of  banking  i^  hard  to 
miderstand.  ...  As  ready  as  our  Parliament  was  at  the 
Union  to  accommodate  petitioners,  a  perpetual  monopoly  of 
banking  was  a  thing  so  manifestly  pernicious,  tJiat  no  private 
men  could  have  the  assurance  to  aim  at  it,  far  less  could  any 
Parliafnent  be  so  tmthinhing  as  to  grant  it,''  On  the  south  of 
the  Tweed  there  was  found  a  Parliament  so  unthinking  as  to 
grant  a  monopoly  of  banking  to  a  single  company  for  upwards 
of  130  years,  and  the  consequences  fully  justified  the  opinions 
of  the  Siigacious  Scot. 

The  directors  of  the  company  were  authorised  to  make  calls 
upon  the  proprietors,  to  the  amount  of  one-half  of  their  stock, 
but  there  were  no  means  given  of  enforcing  the  calls  beyond 
retaining  the  accruing  dividends  until  the  call  was  satisfied. 
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They  got,  however,  great  assistance  by  having  £20,000  deposited 
with  them  by  the  CJrown.  This  was  sent  down  by  the  Govern- 
ment to  be  placed  ont  at  interest,  to  assist  the  fisheries  and 
manufactures,  and  several  of  the  directors  of  the  Royal  Bank, 
being  among  the  tmstees  for  managing  the  fand,  voted  that  it 
should  be  placed  in  their  own  bank.  Their  charter  also  granted 
tiiem  unlimited  powers  of  issue.  The  alarm  and  jealousy  created 
by  the  establishment  of  a  new  bank  happily  soon  wore  off,  as  it 
waa  discovered  that^  so  far  from  injuring  it,  the  inevitable  con- 
sequence followed  that  enlarged  experience  in  commerce  would 
enable  us  to  predict;  it  increased  the  prosperity  of  both  of 
them,  so  that  the  stock  of  the  Bank  of  Scotland  rose  to  400  per 
cent.,  and  that  of  the  Royal  Bank  also  very  high. 

The  Royal  Bank  had  only  been  in  existence  two  years,  when 
it  invented  a  further  development  of  the  system  of  banking, 
which,  by  the  unanimous  testimony  of  all  persons  who  know  that 
country,  has  done  more  to  develope  its  resources,  and  promote  its 
agricultural  and  commercial  prosperity,  than  any  other  cause 
whatever.  This  is  the  system  of  Cash  Credits,  or  Cash  Accounts. 
This  system  deserves  the  most  attentive  consideration,  because 
it  is  entirely  of  the  nature  of  Accommodation  Papery  which  has 
&llen  into  such  disrepute  in  England,  from  the  enormous  abuse 
of  it  that  has  taken  place.  We  have  already,  in  Chapter  VI., 
given  an  account  of  Cash  Credits.  In  1731,  the  Bank  of  Scotland 
tried  again  to  establish  branches  at  Glasgow,  Aberdeen,  and 
Dundee,  but,  after  a  trial  of  two  years,  was  obliged  to  discontinue 
ihem,  and  the  plan  was  not  tried  again  till  1774. 

6.  The  unlimited  power  of  issuing  "promises  to  pay,** placed  in 
the  hands  of  two  hostile  parties,  must  naturally  have  led  to  great 
over-issues,  before  they  acquired  sufficient  experience.  To  protect 
themselves  from  the  consequences  of  these  over-issues,  as  well  as 
j&om  the  attacks  of  each  other,  the  Bank  of  Scotland  in  1780 
introduced  a  clause  into  their  notes  making  them  payable,  at  the 
option  of  the  directors  of  the  Bank,  at  the  end  of  six  months, 
with  a  sum  equal  to  the  legal  interest  from  the  time  of  demand 
to  that  time.  This  practice  was  adopted  by  all  the  other  bank- 
ing companies,  for  the  manifest  advantages  of  banking  were  so 
strikingly  displayed,  that  after  the  expiry  of  the  monopoly  of 
the  Bank  of  Scotland,  banking  companies  started  up  in  all  dkec* 
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tions,  and  inundated  the  country  with  notes.  When  the  holders 
of  the  notes  demanded  payment  for  them,  the  directors  of  the 
companies  threatened  that  they  would  take  advantage  of  the 
optional  clause,  unless  the  demanders  would  content  themselves 
with  a  part  of  what  they  wanted.  Moreover,  as  there  was  no 
restraint  upon  the  amount  of  their  notes,  many  of  the  companies 
issued  notes  for  10s.,  5s.,  and  even  lower  than  that.  In  Perth- 
shire there  were  notes  for  Is.,  and  even  for  Id.,  and  the  Perth 
Banking  Company  was  founded  partly  to  put  an  end  to  this 
nuisance.  The  inevitable  consequence  followed;  these  paper 
notes  drove  all  the  gold  and  silver  out  of  the  country,  and  the 
exchange  with  London  fell.  Adam  Smith  says — "  While  the 
exchange  between  London  and  Carlisle  was  at  par,  that  between 
London  and  Dumfries  would  sometimes  be  4  per  cent,  against 
Dumfries,  though  this  town  is  not  thirty  miles  distance  from 
Carlisle.  But  at  Carlisle  bills  were  paid  in  gold  and  silver, 
whereas  at  Dumfries  they  were  paid  in  Scotch  bank  notes,  and 
the  uncertainty  of  getting  those  bank  notes  exchanged  for  gold 
and  silver  coin  had  thus  degraded  them  4  ]}er  cent,  below  the 
value  of  that  coin."  And  this  was  at  the  time  when,  owing  to 
the  degraded  state  of  the  English  coin,  the  foreign  exchanges 
were  adverse  to  England,  and  the  market  price  of  gold  was  £4 
per  ounce,  so  that  the  whole  depreciation  of  the  note  was  about 
6^  per  cent.  Thus  we  see  at  this  time,  when  the  Scotch  bank 
notes  were  at  a  discount,  they  were,  in  fact,  inconverfibk,  or  only 
payable  six  months  after  demand,  a  circumstance  of  great  im- 
portance, and  one  which  must  be  especially  observed,  as  this  was 
one  of  the  instances  alluded  to  by  Sir  Robert  Peel  in  introducing 
hisBank  Actof  1844. 

The  manifest  consequence  followed.  All  the  gold  left  the 
country,  as  it  always  does  from  the  excessive  paper  issues,  and 
the  banks  were  all  obliged  to  employ  agents  in  London  con- 
stantly collecting  money  for  them,  at  an  expense  of  seldom  less 
than  one-and-a-half  to  two  per  cent.  Adam  Smith  says — "  This 
money  was  sent  down  by  the  waggon,  and  insured  by  the 
carriers  at  an  additional  expense  of  three  quarters  per  cent., 
or  15s.  on  the  £100.  Those  agents  were  not  always  able 
to  replenish  the  coffers  of  their  employers  so  fast  as  they 
were  emptied.  In  this  case  the  resource  of  the  banks  was 
to  draw  upon  their  correspondents  in  London  bills  of  exchange 
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to  the  extent  of  the  sum  thej  wanted.  When  those  correspondents 
afterwards  drew  upon  them  for  the  payment  of  this  sum, 
together  with  the  interest  and  commission,  some  of  those  banks, 
from  the  distress  into  which  their  excessive  circulation  had  thrown 
them,  had  sometimes  no  other  means  of  satisfying  this  draught 
but  by  drawing  a  second  set  of  bills  either  upon  the  same  or 
upon  some  other  correspondents  in  London,  and  the  same  sum,  or 
rather  bills  for  the  same  sum,  would  in  this  manner  make  more 
than  two  or  three  journeys,  the  debtor  bank  always  paying  the 
interest  and  commission  upon  the  whole  accumulated  sum.  Even 
those  Scotch  banks  which  never  distinguished  themselves  by  their 
extreme  imprudence,  were  sometimes  obliged  to  employ  this 
ruinous  resource. 

"The  gold  coin  which  was  paid  out  either  by  the  Bank  of 
England  or  by  the  Scotch  banks,  in  exchange  for  that  part  of 
their  paper  which  was  over  and  above  what  oould  be  employed 
in  the  circulation  of  the  country,  being  likewise  over  and  above 
what  could  be  employed  in  that  circulation,  was  sometimes  sent 
abroad  in  the  shape  of  coin,  sometimes  melted  down  and  sent 
abroad  in  the  shape  of  bullion,  and  sometimes  melted  down  and 
sold  to  the  Bank  of  England,  at  the  high  price  of  £4  an  ounce. 
It  was  the  newest,  the  heaviest,  and  the  best  pieces  only,  which 
were  carefully  picked  out  of  the  old  coin,  and  either  sent 
abroad  or  melted  down  at  home,  and  while  they  remained  in  the 
shape  of  coin,  those  heavy  pieces  were  of  no  more  value  thaa 
the  light,  but  they  were  of  more  value  abroad,  or  when  melted 
down  into  bullion  at  home.''  This  passage  well  illustrates  the 
quotation  we  have  given  from  Aristophanes,  and  is  admirably 
illustrated  by  what  took  place  in  France  during  the  existence  of 
the  Assignats,  and  in  England  during  the  suspension  of  cash 
payments. 

At  this  period  the  Scotch  Banks  had  got  themselves  into  a  very 
alarming  position,  from  their  ignorance  of  the  true  principles  of 
regulating  a  paper  currency,  as  well  as  of  the  effect  of  an  exces- 
sive issue  of  paper  in  depressing  the  exchanges,  and  causing  an 
export  of  gold,  and  not  perceiving  that,  while  in  this  state, 
bringing  gold  into  the  country  was  like  pouring  water  into  a 
sieve,  or  like  the  toil  of  the  Danaides.  They  had  been  far  too 
prodigal  in  granting  cash  credits,  and  allowing  them  to  be  con- 
verted into  dead  loans,  without  observing   the  rules  that  were 
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specially  applicable  to  them.  And  everything  seemed  to  show 
that  matters  would  get  worse,  as  the  annihilation  of  the  last 
Jacobite  rebellion  in  1746  had  freed  the  country  for  ever  fi-om 
the  fear  of  internal  disturbances,  and  numerous  other  companies 
were  forming  to  add  to  the  currency,  which  was  already  super- 
abundant. 

^  United  in  a  common  danger,  the  two  principal  banks  agreed 
to  combine  their  influence,  and  obtain  an  Act  to  remedy  this, 
and  the  Statute  1765,  c.  49,  was  passed,  suppressing  all  notes 
under  208.,  and  prohibiting  those  to  be  issued  with  the  optional 
clause,  and  enacting  that  all  such  notes  should  be  payable  to  the 
bearer  on  demand.  The  banks  also  curtailed  their  cash  credits 
very  extensively,  and  called  up  fresh  capital.  Owing  to  these 
combined  measures,  silver  immediately  returned  into  circulation, 
the  value  of  the  Scotch  currency  was  restored  to  par,  and  from 
that  time  to  the  present,  although  the  issue  of  bank  notes  was 
absolutely  free  until   1845,   the    Scotch    currency    has  never 

VAKIED  FROM  PAR. 

7.  The  Bank  of  Scotland  and  the  Royal  Bank  continued  to  be 
the  only  chartered  banks  till  1746,  when  the  British  Linen 
Company  was  incorporated,  for  the  purpose  of  carrying  on  the 
linen  manufacture,  and  banking  in  connection  with  it.  This 
Company  soon  found  it  expedient  to  discontinue  the  linen  part 
of  their  business  and  confine  themselves  to  banking,  and  it  has 
since  become  one  of  the  most  powerful  and  wealthy  of  the 
Scotch  banks,  but  it  did  not  introduce  any  new  feature  into  Scotch 
banking. 

This  is  the  first  occasion,  that  we  are  aware  of,  on  which  that 
abominable  system  of  accommodation  paper,  which  is  the  sure 
precursor  of  mercantile  convulsion,  was  fully  manifested.  The 
Scotch  banks  seem  to  have  learnt  a  very  wholesome  lesson,  and 
contracted  their  issues  more  within  the  bounds  of  prudence. 
This  was  a  source  of  prodigious  annoyance  to  a  vast  number  of 
speculators  and  adventurers.  The  prudence  which  the  banks 
exercised  in  discounting,  not  only  alarmed,  but  enraged  these 
projectors  to  the  highest  degree.  "Their  own  distress,"  says 
Adam  Smith,  "of  which  this  prudent  and  necessary  reserve  of 
the  banks  was  no  doubt  the  immediate  occasion,  they  called  the 
distress  of  the  country ;  and  this  distress  of  the  country  they  said 
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was  altogether  owing  to  the  ignorance,  pnBiUanimitj,  and  bad 
conduct  of  the  banks,  which  did  not  giye  a  sufficiently  liberal  aid 
to  the  spirited  undertakings  of  those  who  exerted  themselves  in 
cffder  to  beautify,  improve,  and  enrich  the  country.  It  was  the 
duty  of  the  banks,  they  seemed  to  think,  to  lend  for  so  long  a 
time,  and  to  as  great  an  extent,  as  they  might  wish  to  borrow. 
The  banks,  however,  by  refusing  in  this  manner  to  give  more 
credit  to  those  to  whom  they  had  already  given  a  great  deal 
too  much,  took  the  only  method  by  which  it  was  now  possible 
either  to  save  their  own  credit,  or  the  public  credit  of  the 
country. 

'^  In  the  midst  of  this  clamour  and  distress,  a  new  bank  was 
established  in  Scotland,  for  the  express  purpose  of  relieving  the 
distress  of  the  country.  The  design  was  generous,  but  the 
execution  was  imprudent ;  and  the  nature  and  causes  of  the  dis- 
tress which  it  meant  to  reheve,  were  not,  perhaps,  well  under- 
stood. This  bank  was  more  liberal  than  any  had  ever  been,  both 
in  granting  cash  accounts,  and  in  discounting  bills  of  exchange. 
With  regard  to  the  latter  it  seems  to  have  made  scarce  any 
distinction  between  real  and  circulating  bills,  but  to  have  dis- 
counted all  equally.  It  was  the  avowed  principle  of  this  bank 
to  advance,  upon  any  reasonable  security,  the  whole  capital  which 
was  to  be  employed  in  those  improvements  of  which  the  returns 
are  the  most  slow  and  distant,  such  as  the  improvements  of  land. 
To  promote  such  improvements  was  even  said  to  be  the  chief  of 
the  public-spirited  purposes  for  which  it  was  instituted.  By  its 
liberality  in  granting  cash  accounts,  and  in  discounting  bills  of 
exchange,  it  no  doubt  issued  great  quantities  of  its  bank  notes. 
But  those  bank  notes  being,  the  greater  part  of  them,  over  and 
above  what  the  circulation  of  the  country  could  easily  absorb 
and  employ,  returned  upon  it,  in  order  to  be  exchanged  for  gold 
and  silver,  as  fast  as  they  were  issued.  Its  coflfers  were  never 
well  filled.  The  capital,  which  had  been  subscribed  to  this  bank 
at  two  different  subscriptions,  amounted  to  £160,000,  of  which 
80  per  cent,  only  were  paid  up.  This  sum  ought  to  have  been 
paid  in  at  several  different  instalments.  A  great  part  of  the 
proprietors,  when  they  paid  in  their  first  instalment,  opened  a 
cash  account  with  the  bank ;  and  the  directors,  thinking  them- 
selves obliged  to  treat  their  own  proprietors  with  the  same 
liberality  with  which  they  treated  all  other  men,  allowed  many 
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of  them  to  borrow  upon  this  cash  account,  what  they  paid  in  upon 
all  their  subsequent  instalments.  Such  payments,  therefore, 
only  put  into  one  ooflfer  what  had  the  moment  before  been  taken 
out  of  another.  But,  had  the  coffers  of  this  bank  been  filled 
eyer  so  well,  its  excessive  circulation  must  have  emptied  them 
faster  than  they  could  have  been  replenished  by  any  other 
expedient  but  the  ruinous  one  of  drawing  upon  London,  and, 
when  the  bill  became  due,  paying  it,  together  with  interest  and 
commission,  by  another  draught  upon  the  same  place.  Its 
coffers  having  been  filled  so  very  ill,  it  is  said  to  have  been 
driven  to  this  resource  within  a  very  few  months  after  it  began 
to  do  business.  The  estates  of  the  proprietors  of  this  bank  were 
worth  several  milhons,  and  by  their  subscription  to  the  original 
bond,  or  contract  of  the  bank,  were  really  pledged  for  answering 
all  its  engagements.  By  means  of  the  great  credit  which  so  great 
a  pledge  necessarily  gave  it,  it  was  notwithstanding  its  too 
liberal  conduct,  enabled  to  carry  on  business  for  more  than  two 
years.  When  it  was  obliged  to  stop,  it  had  in  circulation  about 
£200,000  in  bank  notes.  In  order  to  support  the  circulation  of 
those  notes,  which  were  continually  returning  upon  it,  as  fast 
as  they  were  issued,  it  had  been  constantly  in  the  practice 
of  drawing  bills  of  exchange  upon  London,  of  which  the  number 
and  value  were  continually  increasing,  and,  when  it  stopped, 
amounted  to  upwards  of  £600,000.  This  bank,  therefore,  had,  in 
little  more  than  the  course  of  two  years,  advanced  to  different 
people  upwards  of  £800,000  at  5  per  cent.  Upon  the  £200,000, 
which  it  circulated  in  bank  notes,  this  5  per  cent,  might  perhaps 
be  considered  as  clear  gain,  without  any  other  deduction  besides 
the  expense  of  management.  But  upon  upwards  of  £600,000, 
for  which  it  was  continually  drawing  bills  of  exchange  upon 
London,  it  was  paying,  in  the  way  of  interest  and  commission, 
upwards  of  8  per  cent.,  and  was,  consequently,  losing  more  than 
8  per  cent,  upon  more  than  three-fourths  of  all  its  dealings. 

**  The  operations  of  this  bank  seem  to  have  produced  effects 
quite  opposite  to  those  which  were  intended  by  the  particular 
persons  who  planned  and  directed  it.  They  seem  to  have 
intended  to  support  the  spirited  undertakings,  for  as  such  they 
considered  them,  which  were  at  that  time  carrying  on  in 
different  parts  of  the  country,  and  at  the  same  time,  by  drawing 
the  whole  banking  business  to  themselves,  to  supplant  all  the 
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other  Scotch  banks,  particnlarlj  those  established  at  Edinburgh, 
whose  backwardness  in  discounting  bills  of  exchange  had  given 
some  oflPence.  This  bank,  no  doubt,  gave  some  temporary  relief 
to  Uiose  projectors,  and  enabled  them  to  carry  on  their  projects 
for  about  two  years  longer  than  they  could  otherwise  have  done. 
But  it  thereby  only  enabled  them  to  get  so  much  deeper  into  debt, 
80  that,  when  ruin  came,  it  fell  so  much  heavier  both  upon 
them  and  upon  their  creditors.  The  operation*  of  this  bank, 
therefore,  instead  of  relieving,  really  aggravated,  in  the  long 
run,  the  distress,  which  those  projectors  had  brought  both 
upon  themselves  and  ujyon  their  country.  It  would  have 
been  much  better  for  themselves,  their  creditors,  and  their 
country,  had  the  greater  part  of  them  been  obliged  to  stop 
two  years  sooner  than  they  actually  did.  The  temporary  relief, 
however,  which  this  bank  aflforded  to  those  projectors,  proved  a 
real  and  permanent  relief  to  the  other  Scotch  banks.  All  the 
dealers  in  circulating  bills  of  exchange,  which  those  other  banks 
had  become  sp  backward  in  discounting,  had  recourse  to  this 
new  bank,  where  they  were  received  with  open  arms.  Those 
other  banks  were  enabled  to  get  very  easily  out  of  that  fatal 
circle,  from  which  they  could  not  otherwise  have  disengaged 
themselves,  without  incurring  a  considerable  loss,  and  perhaps, 
too,  even  some  degree  of  discredit. 

"In  the  long  run,  therefore,  the  operations  of  this  Bank  in- 
creased the  real  distress  of  tlie  country,  which  it  meant  to 
relieve ;  and  effectually  relieved  from  a  very  great  distress  those 
rivals  whom  it  meant  to  supplant. 

"At  the  first  setting  out  of  this  Bank,  it  was  the  opinion  of 
some  people  that  how  fast  soever  its  coffers  might  be  emptied, 
it  might  easily  replenish  them,  by  raising  money  upon  the 
securities  of  those  to  whom  it  had  advanced  its  paper.  Experi- 
ence, I  believe,  soon  convinced  them  that  this  method  of  raising 
money  was  much  too  slow  to  answer  their  purpose;  and  that 
coffers,  which  were  originally  so  ill-filled,  and  which  emptied 
themselves  so  very  fast,  could  be  replenished  by  no  other  expe- 
dient but  the  ruinous  one  of  drawing  bills  upon  London,  and, 
when  they  became  due,  paying  them  by  other  draughts  upon  the 
same  place,  with  accumulated  interest  and  commission.  But 
though  they  had  been  able  by  this  method  to  raise  money  as  fast 
as  they  wanted  it,  yet,  instead  of  making  a  profit,  they  must  have 
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suffered  a  Iobs  by  every  sach  operation ;  so  that,  in  the  long  nm, 
they  must  have  ruined  themselves  as  a  mercantile  company, 
though  perhaps  not  so  soon  as  by  the  more  expensive  practice  of 
drawing  and  re-drawing.  They  could  still  have  made  nothing 
by  the  interest  of  the  paper^  which,  being  over  and  above  the 
circulation  of  the  country  could  absorb  and  employ,  returned 
upon  them,  in  order  to  be  exchanged  for  gold  and  silver,  as  fast 
as  they  issued  it;  and  for  the  payment  of  which  they  were 
themselves  continually  obliged  to  borrow  money.  On  the  con- 
trary, the  whole  expense  of  this  borro¥ring,  of  employing  i^ents 
to  look  out  for  the  people  who  had  money  to  lend,  of  nego- 
tiating with  those  people,  and  of  drawing  the  proper  bond  or 
assignment,  must  have  fallen  upon  them,  and  have  been  so  much 
clear  loss  upon  the  balance  of  their  accounts.  The  project 
of  replenishing  their  coflPers  in  this  manner,  may  be  compared 
to  that  of  a  man  who  had  a  water  pond,  from  which  a  stream 
was  continually  running  out,  and  into  which  no  stream  was  con- 
tinually running,  but  who  proposed  to  keep  it  always  full  by 
employing  a  number  of  people  to  go  continually  ^th  buckets  to 
a  well  at  some  miles'  distance,  in  order  to  bring  water  to 
replenish  it. 

"  But,  though  this  operation  had  proved  not  only  practicable 
but  profitable  to  the  bank,  as  a  mercantile  company,  yet  the 
country  could  have  derived  no  benefit  from  it ;  but,  on  the  con- 
trary, must  have  suffered  a  very  considerable  loss  by  it.  This 
operation  could  not  augment  in  the  smallest  degree  the  quantity 
of  money  to  be  lent.  It  could  only  have  erected  this  bank  into 
a  sort  of  general  loan  ofiice  for  the  whole  country.  Those  who 
wanted  to  borrow,  must  have  applied  to  this  bank,  instead  of 
applying  to  the  private  persons  who  had  lent  it  their  money. 
But  a  bank  which  lends  money,  perhaps,  to  500  different  people, 
the  greater  part  of  whom  its  directors  can  know  very  little 
about,  is  not  likely  to  be  more  judicious  in  the  choice  of  its 
debtors,  than  a  private  person  who  lends  out  his  money  among 
a  few  people,  whom  he  knows,  and  in  whose  sober  and  frugal 
conduct,  he  thinks  he  has  good  reason  to  confide.  The  debtors 
of  such  a  bank  as  that  whose  conduct  I  have  been  giving  some 
account  of,  were  likely,  the  greater  part  of  them,  to  be  chimerical 
projectors,  the  drawers  and  re-drawers  of  circulating  bills  of  ex- 
change, who  would  employ  the  money  in  extravagant  undcrtak- 
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ings,  which,  with  all  the  assistance  that  conld  be  given  them,  they 
would  probably  never  be  able  to  complete,  and  which,  if  they  should 
be  completed,  would  never  repay  the  expense  which  they  had  really 
cost,  would  never  afford  a  fand  capable  of  maintaining  a  qnantity 
of  laboor  equal  to  that  which  had  been  employed  about  them. 
The  sober  and  frugal  debtors  of  private  persons,  on  the  contrary, 
would  be  more  hkely  to  employ  the  money  borrowed  in  sober 
undertakings,  which  were  proportioned  to  their  capitals,  and 
whidi,  though  they  might  have  less  of  the  grand  and  the  mar- 
vellous, would  have  more  of  the  solid  and  the  profitable,  which 
would  repay  with  a  large  profit  whatever  had  been  laid  out  upon 
them,  and  which  would  thus  afford  a  fund  capable  of  maintaining 
a  much  greater  quantity  of  labour  than  that  which  had  been 
employed  about  them.  The  success  of  this  operation,  therefore, 
without  increasing  in  the  smallest  degree  the  capital  of  the 
country,  would  only  have  transferred  a  great  part  of  it  from  pru- 
dent and  profitable  to  imprudent  and  unprofitable  undertakings." 

8.  This  bank,  to  which  this  long  extract  refers,  was  the  cele- 
iMuted  Ayr  Bank,  which  was  founded  to  remedy  the  alleged 
distress  caused  by  the  niggardly  conduct  of  the  existing  banks. 
It  was  started  by  a  company  which  comprised  the  Duke  of 
Hamilton  and  many  other  landed  proprietors  of  immense  wealth, 
and  it  was  based  on  the  fatal  delusion  that,  because  the  ca])ital 
and  proi)erty  of  its  proprietors  was  undoubted,  it  might  there- 
fore issue  notes  to  any  amomit  without  depreciation.  This  was 
exactly  John  Law's  theory  of  money,  and  this  bank  is  a  preg- 
nant instance  of  its  fallacy.  The  pamphlet  we  have  already 
quoted  from,  relating  to  the  Bank  of  Scotland,  had  already  seen 
and  denounced  this  fallacy,  for  it  said,  with  perfect  truth  and 
wisdom,  t?uzi  fw  matter  what  Uie  capital  of  a  hanking  company 
tt,  (hs  Paper  Credity  in  the  shape  of  Notes,  which  it  can  circulate, 
hears  a  certain  proportion  to  the  existing  specie  in  tfie  country y 
and  this  can  only  be  ascertained  by  experience.  Now,  this, 
strikes  at  the  root  of  John  Law's  whole  theory,  because 
that  is  based  upon  the  fallacy  that  bank  notes  only  represent 
property,  and,  therefore,  may  be  multiplied  to  the  extent  of 
any  existing  property  without  depreciation — a  theory  whose 
results  may  be  seen  in  the  history  of  the  Assignats ;  whereas  the 
real  truth  and  fact  is,  that  bank  notes  do  not  represent  any  pro- 
voL.  n.  p 
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pertj  whatever,  bnt  are  themselves  independent  entities,  and  can 
only  maintain  their  value,  like  any  other  independent  entities, 
by  bearing  a  certain  proportion  to  the  specie.  Nor  is  Adam 
Smith  correct  in  what  he  says,  that  the  operations  of  banking 
do  not  increase  the  capital  of  the  oonntry;  there  is  no  more 
delnsive  fallacy  than  this  in  Economics;  it  is  jnst  because 
banking  does  increase  capital  so  rapidly  that  it  is  so  dangerous. 
It  is  jost  for  the  very  reason  that  bank  credits,  whether  in  the 
form  of  promissory  notes,  or  entries  and  cheques,  perform 
exactly  the  same  fnnctiouB,  and  are  in  all  respects  equivalent  to 
the  creation  of  so  much  additional  capital,  that  they  so  fatally 
depreciate  the  value  of  the  existing  specie,  if  they  are  multiplied 
too  rapidly.  The  fatal  error  of  the  Ayr  Bank,  and  of  Law's 
theory  is  this,  not  that  capital  might  be  increased  by  banking, 
but  in  not  perceiving  the  trtse  natural  limits  to  the  increase — 
and  in  not  seeing  that  the  true  limits  were  to  be  found  in  its 
maintaining  an  equality  of  value  with  gold  and  silver.  This 
unfortunate  concern  was  supposed  to  have  been  insolvent  within 
a  fortnight  after  it  commenced  business.  Its  mistaken  course 
inflated  speculation ;  the  accommodation  biU  system,  which  has 
been  the  cause  of  every  commercial  crisis  from  that  time  to  this, 
promoted  by  this  bank  and  other  speculators,  formed  the  exact 
antetype  of  the  proceedings  of  the  Western  Bank,  and  its  herd 
of  adventurers  in  1857.  The  exports  of  1771  and  1772  rose  to  a 
height  tliey  had  never  done  before,  and  which  they  did  not  again 
equal  till  1787.  While  commerce  was  in  this  apparently  prosper- 
ous, but  in  reality  bloated  and  diseased  condition,  the  puncture  of 
a  pin  was  sufficient  to  make  it  collapse.  On  the  10th  June,  1772, 
a  partner  of  one  of  the  greatest  firms  in  London,  Neale  &  Co., 
decamped  with  £300,000,  having  been  deeply  engaged  in 
speculation  in  funds.  This  man,  named  Fordyce,  was  a  Scotch- 
man, and  had  a  large  Scotch  connection ;  these  were  blown  upon 
by  the  failure  of  their  London  agent,  and  a  complete  commercial 
panic  began.  The  Ayr  Bank  had  branches  in  Edinburgh  and 
Dumfries,  and  a  run  began  upon  it  on  the  17th  June,  1772,  in 
Edinbargh,  and  it  stopped  payment  on  25th,  along  with  a  crowd 
of  speculators.  The  whole  of  Scotland  was  shaken  to  its 
foundations.  The  paper  of  the  Ayr  Bank  in  circulation  amounted 
to  £800,000.  There  had  been  no  disaster  similar  to  it  since  the 
Darien  scheme,  and  there  has  been  none  since  like  it,  until  the 
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failure  of  the  Western  Bank.  The  credit  even  of  the  other 
banks  was  almost  gone.  Besides  the  three  Public  Banks,  only 
three  of  the  private  ones  survived.  The  person  who  was  the 
immediate  cause  of  the  collapse  of  the  rotten  bubble  of  credit 
being  a  Scotchman,  the  London  papers  teemed  with  tirades  of 
abuse  of  everything  Scotch. 

A  writer  in  one  of  the  papers  says  that  the  accommodation  bill 
system  first  sprung  up  then.  In  the  Public  Advertiser,  July  8th» 
1772,  it  says  in  a  letter — "Banking  companies  have  appeared  in 
almost  every  comer  of  the  kingdom,  and  bills  of  exchange 
have  been  multiplied  by  a  new  method  called  Swivelling, 
without  any  solid  transactions."  Adam  Smith,  however,  places 
it  earlier.  Speaking  of  the  refusal  of  the  banks  to  discount  to 
the  extent  the  speculators  wished,  he  says — "Some  of  those 
traders  had  recourse  to  an  expedient,  which  for  a  time  served 
their  purpose,  though  at  a  much  greater  expense,  yet  as  effectu- 
ally as  the  utmost  extension  of  bank  credits  could  have  done. 
This  expedient  was  no  other  than  the  well-known  shift  of 
drawing  and  re-drawing ;  the  shift  to  which  unfortunate  traders 
have  sometimes  recourse  when  they  are  upon  the  brink  of 
bankruptcy.  The  practice  of  raising  money  in  this  manner  had 
long  been  known  in  England,  and,  during  the  course  of  the  late 
war,  when  the  high  profits  of  trade  afforded  a  great  temptation  to 
over-trading,  is  said  to  have  been  carried  on  to  a  very  great  extent. 
From  England  it  was  brought  to  Scotland,  where  in  proportion  to 
the  very  Umited  commerce,  and  to  the  very  moderate  capital  of  the 
country,  it  was  soon  carried  on  to  a  much  greater  extent  than  it 
ever  had  been  in  England.  The  practice  of  drawing  and  re- 
drawing is  so  well  known  to  all  men  of  business,  that  it  may 
perhaps  be  thought  unnecessary  to  give  an  account  of  it."  And 
yet  a  respectable  witness,  Mr.  Latouche,  deputed  by  the  private 
bankers  of  Dublin  to  give  evidence  before  the  Committee  of  the 
House  of  Commons  in  1858,  says  that  the  accommodation  bill 
system  "arose  from  a  new  element,  which,  when  the  Act  of  1844 
was  made,  did  not  exist  at  all,  and  that  was  the  immense  amount 
of  deposits  in  the  hands  of  Joint  Stock  Banks  paying  interest  1 1 " 

9.  We  may  also  notice  a  fact  that  was  asserted  at  this 
time,  especially  as  it  was  brought  up  again  in  the  crisis  of  1867, 
in  Scotland.     It  was  generally,  if  not  universally  supposed  in 
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Scotland  that  three  of  the  chartered  banks,  the  Bank  of  Scotland, 
the  Royal  Bank,  and  the  British  Linen  Company,  were  banks 
with  limited  liability.  It  is  even  positively  stated  so  in  the 
Reports  of  both  Houses  of  Parliament,  in  1826.  Recently, 
however,  this  has  been  called  in  question  with  regard  to  the  two 
latter  banks.  Mr.  Hodgson,  a  Director  of  the  Bank  of  England, 
in  giving  evidence  before  the  late  Committee,  says,  Q.  8,575 — 
"  The  only  bank  existing  in  Scotland  with  limited  liability,  is,  I 
believe,  the  Bank  of  Scotland ;  there  is,  I  beheve,  a  very  great 
doubt  about  the  Royal  Bank  of  Scotland,  and  the  British  Linen 
Company,  having  a  limited  liability;  I  believe  that  the  Bank  of 
Scotland  has  a  perfect  charter,  a&  perfect  as  that  of  the  Bank  of 
England :  I  believe  that,  though  the  other  two  banks,  which  I  have 
named,  have  charters  conferring  certain  privileges,  it  is  very  much 
doubted  whether  in  those  privileges  limited  liability  is  included. 
Mr.  Cayley — Is  there  not  a  general  impression  in  Scotland  that 
they  are  banks  of  limited  liabihty  ? — There  has  been  that  impres- 
sion not  only  in  Scotland,  but  in  England,  and  amongst  their 
own  customers ;  but  of  late  that  opinion  has  been  very  much 
shaken,  and  I  believe  that  the  opinion  of  the  Lords  of  Session 
now  is,  that  those  banks  have  not  limited  liability."  However, 
there  is,  in  the  Public  Advertiser  of  the  22nd  June,  1772,  a 
letter  from  an  apparently  well-informed  person,  stating  tJmt  the 
p'oprietors  of  the  Bank  of  Scotland  are  fully  liable  for  all  its 
debts,  and  that  their  property  is  worth  several  millions,  and 
urging  that  as  a  strong  reason  why  the  Bank  of  England  should 
come  forward  to  their  assistance.  Now,  if  this  be  so,  it  will 
certainly  be  a  great  surprise  to  common  opinion.  May  it  be 
long  before  the  question  in  respect  to  either  bank  has  any 
practical  importance. 

In  1774,  by  the  Statute  of  that  year,  c.  82,  the  Bank  of 
Scotland  was  authorised  to  double  its  capital  stock,  and  the 
limit  which  any  shareholder  might  hold  was  raised  to  forty 
shares.  In  this  year  the  bank  began  successfully  to  establish 
branches,  which  has  since  become  so  marked  a  feature  in  Scotch 
banking.  In  1784,  by  the  Statute  of  that  year,  c.  12,  the  capital 
of  the  bank  was  raised  to  £300,000,  and  all  restrictions  as  to 
the  amount  of  stock  any  proprietor  might  hold  taken  off.  In 
1792,  by  the  Statute  of  that  year,  c.  25,  the  capital  was  raised 
to  £600,000,  and  by  Statute,  1794,  c.  19,  to  £1,000,000,  and  by 
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Statute,   1804,  c.  28,  to  £1,500,000,  of  which  £1,000,000  has 
been  called  up,  and  at  which  it  still  remains. 

10.    The  next  great  commercial  crisis  was  in  1798.     This 
also  extended  to  Scotland.    This  was  attributed  by  the  best  con- 
temporary   writers    to    the     inordinate    multiplication    of   the 
country  bankers,  and  the  commencement  of  the  revolutionary 
war.    This  crisis  was  most  severely  felt  in  Glasgow.    Numbers 
of  the  most  wealthy  firms,  both  commercial  and  manufacturing, 
fuled.    The  Glasgow  Arms  Bank,  one  of  the  three  oldest  in 
the  city,  stopped  on  the  14th  March.    Three-fourths  of  the 
country  bankers  in  England  were  greatly  shaken.    The  Bank  of 
England  refused  all  assistance,  in  spite  of  all  solicitetions  made 
to  it,  for  which  it  is  severely  blamed  by  Sir  Francis  Baring  and 
the  Bullion  Report.      When   the  Bank  adopted  this    perverse 
course,  universal  failure  seemed  imminent.     Sir  John  Sinclair 
remembered    the    precedent    of   1697,    when    Montague    had 
sustained  public  credit  by  an  issue  of    Exchequer    bills,  and 
thought  that  a  similar  plan  might  be  followed  in  this  crisis. 
Mr.  Pitt  desired  him  to  propose  a   scheme  for  the    purpose, 
which  he  presented  on  the  16th  April.    A  Committee  of  the 
House  of  Commons  was  immediately  appointed.     In  the  mean- 
time a  director  of  the  Royal  Bank  of  Scotland  came  up,  with  the 
most  alarming  news  from    Scotland.      The  public  banks   were 
wholly  unable,  with  due  regard  to  their  own  safety,  to  furnish 
the  accommodation  necessary  to  support  commercial  houses,  and 
the  country  bankers.      That,  unless  they  received  immediate 
aflSiBtance    from     Government,    general     failure    would    ensue. 
Numerous  houses,  who  were  perfectly  solvent,  must  fall,  unless 
they  could  obtain  temporary  relief.    Mr.  Macdowall,  M.P.  for 
Olasgow,   stated  that  the  commercial  houses  and  manufactories 
there    were  in  the  greatest  distress,  from  the  total  destruction 
of  credit.     That  the  distress    arose    from    the    refusal  of  the 
Oiugow,    Paisley,   and  Greenock   Banks  to  discount,  as  their 
Botes   were  poured  in  upon   them  for  gold.    This  panic  was 
iDijed  by  the  Government  consenting  to  issue  small  Exchequer 
^i^^  and  by  the  activity  of  Sir  John  Sinclair  in  getting  money 
KBt  down  to  Glasgow  in  anticipation  of  these  Exchquer  bills. 
An  idea  of  the  great   severity  of  this  crisis  may  be  formed 
I  *Tm  the   interesting  memoirs  of  Sir  William  Forbes,  of  the 
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history  of  that  house.    He  says,  p.  80,  speaking   of  deposit 

receipts — 
"  In  ordinary  'times,  the  number  paid  and  granted  are  pretty 

much  the  same. 
"Amount  paid  above  granted,  in  December,  1792,  £10,670 
„  „  „  January,     1793,     16,916 

„  „  „  February,      „        11,561 

„  „  „  March,  „        62,961 

,,  w  f,  April,  „    '  105,075 

„  „  to  23rd  May,  „        66,541 


£268,724 
"The  diminution  on  current  account  balances  was  in  propor- 
tion, that  is,  nearly  as  much  more." 

11.  The  news  of  the  suspension  of  cash  payments  by  the  Bank 
of  England  reached  Edinburgh  by  express  on  the  1st  of  March. 
An  immediate  run  on  the  banks  took  place.  The  managers  of 
the  public  banks  waived  all  etiquette,  and  met  at  Sir  William 
Forbes's  to  consider  what  was  to  be  done.  It  was  agreed  to 
follow  the  example  of  the  Bank  of  England,  and  suspend  all  pay- 
ments in  specie.  A  meeting  of  the  principal  inhabitants  was 
called  by  the  Lord  Provost,  and  attended  by  the  Lord  President 
of  the  Court  of  Session,  the  Lord  Chief  Baron  of  the  Exchequer, 
the  Lord  Advocate,  and  the  Sheriff  of  Edinburgh.  The  meeting 
came  to  a  unanimous  resolution  to  support  the  credit  of  the 
banks,  and  to  receive  their  notes  as  specie.  This  resolution  was 
advertised  in  the  papers,  and  expresses  sent  off  to  the  principal 
towns  in  the  kingdom  to  inform  them  of  it. 

The  suspension  of  cash  payments  gave  rise  to  terrible  scenes 
of  confusion  and  uproar.  The  doors  of  the  banks  were  besieged 
by  crowds,  clamouring  for  gold  and  silver  in  exchange  for  notes. 
The  demand  for  small  change  by  the  lower  classes  was  most 
urgent.  They  adopted  the  plan  of  dividing  the  £l  notes  into 
halves  and  quarters.  Spanish  dollars,  stamped  by  the  Mint, 
were  issued  at  4s.  6d.,  and  quarter  guineas  were  coined.  An  Act 
was  speedily  passed,  to  allow  those  banks  which  had  been  in  the 
habit  of  issuing  notes,  to  issue  5s.  notes  for  a  limited  period. 
The  panic  was  allayed,  and  confidence  quickly  returned.  The 
notes  were  received  as  readily  as  ever,  though  the  banks  refused 
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to  cash  them ;  and,  what  was  somewhat  remarkable,  no  attempt 
was  ever  made  by  the  people  to  compel  them  to  pay  specie,  and 
not  a  single  action  was  brought  against  them,  although  they 
were  entirely  unprotected  by  any  Act  of  Parliament,  and 
in  a  short  time  business  proceeded  more  prosperously  than 
ever, 

12.  The  next  occurrence  that  we  may  mention,  as  it  was  re- 
garded as  a  poUtical  event,  was  the  foundation  of  the  Commercial 
Bank  in  1810.  This  was  at  the  time  when  the  high  Tory  regime 
was  in  its  highest  and  palmiest  state,  and  the  banks  were  alleged  to 
carry  their  politics  into  their  business.  The  Liberal  party  then 
determined  to  found  an  opposition  bank,  which  was  named  the 
Commercial,  which  has  attained  as  great  an  eminence  as  any  of 
the  older  ones  in  public  estimation.  Its  capital,  as  yet  paid  up 
is  £1,000,000,  which,  its  directors  very  recently  gave  the  satis- 
factory assurance  to  its  shareholders,  is  perfectly  intact,  and  in 
addition  to  that,  it  has  £400,000  of  accumulated  profits  as  a 
reserve  fund.  This  bank  subsequently  obtained  a  charter,  but 
the  liability  of  its  shareholders  is  specially  declared  unlimited. 

In  1818,  it  being  found  that  many  foreigners  availed  them- 
selves of  the  privileges  of  naturalisation,  by  purchasing  stock  in 
the  Bank  of  Scotland,  this  clause  in  their  original  Act  was 
repealed. 

13.  The  long  and  dreadful  catalogue  of  banking  failures  in 
England,  chiefly  owing  to  the  monopoly  of  the  Bank  of  England, 
and  which  were  attributed  to  the  issues  of  the  £1  notes  of  the 
country  bankers,  made  the  Ministry  of  1826  desirous  to  abolish 
them  in  Scotland  and  Ireland,  at  the  same  time  as  they  did  those 
of  England.  But  this  raised  such  a  ferment  in  the  country,  that 
the  Government  consented  that  Committees  of  both  Houses 
should  be  appointed  to  inquire  into  the  matter.  The  result  was 
80  eminently  favourable  to  the  Scotch  banking  system,  that  no 
farther  interference  was  attempted.  *'  With  respect  to  Scotland," 
•ays  the  report  of  the  Lords,  "  it  is  to  be  remarked  that  during 
the  period  from  1766  to  1797,  when  no  small  notes  were  by  law 
issuable  in  England,  the  portion  of  the  currency  of  Scotland  in 
which  payments  under  £5  were  made,  continued  to  consist 
almost  entirely  of  notes  of  £1  and  £1  Is.,  and  that  no  inoon- 
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Tenience  is  known  to  have  resulted  from  this  difference  in  the 
cnrrency  of  the  two  countries.  This  circumstance^  among 
others,  tends  to  prove  that  uniformity,  however  desirable,  is 
not  indispensably  necessary.  It  is  also  proved,  by  the  evi- 
dence, and  by  the  documents,  that  the  banks  of  Scotland, 
whether  chartered  or  joint  stock  companies,  or  private 
establishments,  have  for  more  than  a  century  exhibited  a 
stability  which  the  Committee  believe  to  be  unexampled  in  the 
history  of  banking;  that  they  supported  themselves  from  1797 
to  1812,  without  any  protection  from  the  restriction  by  which 
the  Bulk  of  England,  and  that  of  Ireland,  were  relieved  from 
cash  payments ;  that  there  was  little  demand  for  gold  during  the 
late  embarrassments  in  the  circulation ;  and  that  in  the  whole 
period  of  their  establishment  there  are  not  more  than  two  or 
three  instances  of  bankruptcy.  As  during  the  whole  of  this 
period  a  large  portion  of  their  issues  consisted  almost  entirely 
of  notes  not  exceeding  £1,  or  £1  Is.,  there  is  the  strongest 
reason  for  concluding  that,  as  far  as  respects  the  Banks  of 
Scotland,  the  issue  of  paper  of  that  description  has  been  found 
compatible  with  the  highest  degree  of  solidity;  and  that  there 
is  not,  therefore,  while  they  are  conducted  upon  their  present 
system,  sufficient  ground  for  proposing  any  alteration,  with  the 
view  of  adding  to  a  solidity  which  has  so  long  been  sufficiently 
established."  The  report  of  the  Commons  was  also  adverse  to 
any  legislative  interference  with  Scotch  banking. 

14.  No  interference  with  Scotch  banking  took  place  till  1845, 
when  Sir  Robert  Peel,  having  carried  his  Bank  of  England  Char- 
ter Act  and  Joint  Stock  Banking  Act  with  scarcely  a  breath  of 
opposition,  determined  to  regulate  those  of  Scotland  and  Ireland 
as  well.  The  principal  provisions  of  this  Act,  Statute  1845,  c.  38, 
are  as  follows — 

I.  AU  persons  had  been  prohibited  by  the  Statute  1844,  c.  32, 
from  commencing  to  issue  notes  after  the  6th  May,  1844,  in  the 
United  Kingdom,  and  all  such  persons  in  Scotland  as  were  law- 
fully issuing  their  notes  between  the  6th  May,  1844,  and  the  Ist 
May,  1845,  were  to  certify  to  the  Commissioners  of  Stamps  and 
Taxes  the  name  of  the  firm  aiid  the  places  where  they  issued 
such  notes. 

II.  The  Commissioners  were  to  ascertain  the  average  number 
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of  snch  bankers'  notes  in  circnladon  during  ihe  year  preceding 
the  Ist  May,  1845. 

III.  Such  bankers  were  authorised  to  have  in  eircniation  an 
amount  of  notes,  whose  average  for  four  weeks  was  not  to 
exceed  the  amount  thus  certified  by  the  Commissioners,  together 
with  an  amount  equal  to  the  average  amount  of  coin  held  by  the 
banker  during  the  same  four  weeks.  Of  the  coin  three-fourths 
must  be  gold,  and  one-fourth  silver. 

lY.  In  case  the  bank  exceeds  the  l^al  amount,  it  is  to  forfeit 
the  excess. 

V.  If  two  or  more  banks  unite,  they  are  authorised  to  have 
an  issue  of  paper  to  the  aggregate  amount  of  issues  of  the 
separate  banks,  as  well  as  the  amount  of  the  coin  held  by  the 
united  bank. 

YI.  Notes  of  the  Bank  of  England  not  to  be  legal  tender  in 
Scotland. 

The  reader  will  see  that  there  are  some  striking  points  of 
difference  between  the  restraints  laid  upon  the  English  and 
Scotch  banks,  for,  while  the  former  are  bound  dovm  to  an  abso- 
lute fixed  limit  of  issue,  the  latter  are  permitted  to  issue  to  any 
amount,  provided  they  hold  an  equal  amount  of  coin  above  their 
authorised  amount.  Moreover,  if  any  number  of  banks  unite, 
they  may  have  an  aggregate  authorised  issue,  equal  to  that  of 
the  separate  banks ;  but  in  England,  if  the  number  of  partners 
of  the  united  bank  exceeds  six,  they  forfeit  their  power  of  issuing 
notes  altogether.  This  absurd  restriction  as  to  the  number  of 
partners  in  a  bank  never  had  any  force  in  Scotland. 

15.  The  year  1857  was  remarkable  for  a  calamity,  to  which 
there  had  been  no  precedent  except  the  Ayr  Bank,  namely,  the 
suspension  of  two  very  large  joint  stock  banks,  the  Western 
Bank  and  the  City  of  Glasgow  Bank.  The  latter,  indeed,  has 
resumed  business,  and,  on  an  investigation  of  its  affairs,  it 
appeared  that,  out  of  a  capital  of  above  £800,000,  it  had  lost 
about  £70,000  ;  having  thus  a  very  large  paid  up  capital  intact, 
it  resumed  business,  and,  we  may  hope  that  after  having  received 
this  severe  lesson,  its  business  will  be  conducted  on  better  prin- 
ciples in  future.  But  the  Western  Bank  was  found  to  have  lost 
not  only  the  whole  of  its  paid-up  capital,  £1,500,000,  but  nearly 
as  much  more  besides.    This  Bank  was  founded  in  18S2,  so  that. 
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in  the  course  of  twenty-four  years,  it  lost  £8,000,000  of  money. 
The  Ayr  Bank,  in  two  years  and  a  half,  lost  £400,000,  to  that,  of 
the  two,  the  latter  is  proportionably  the  more  severe  calamity. 
The  failure  of  the  Western  Bank,  however,  has  called  forth  the 
most  bitter  attacks  upon  the  general  system  of  Scotch  banking, 
which  we  shall  find  to  be  totally  unmerited,  because  it  is  clearly 
proved,  in  the  evidence  given  before  the  Committee  of  the  House 
of  Commons  in  1858,  that  during  the  whole  course  of  its  career y  it 
pursued  a  system  which  was  diametrically  opposed  to  ths  usval 
course  of  the  other  Scotch  hanks. 

The  Western  Bank  began  business  in  1882,  and  in  the  next 
year  had  a  paid  up  capital  of  £209,170,  which  was  increased 
year  by  year,  till,  in  1849,  it  amounted  to  £1,792,850,  at  which  it 
continued  till  1852,  when  a  number  of  shares  having  fallen  into 
the  Bank's  hands  by  bankruptcy  and  insolvency,  they  were 
written  off  against  the  capital,  which  was  thus  reduced  to 
£1,500,000,  at  which  it  continued  till  the  closing  of  the  bank. 
The  mode  of  business  adopted  by  this  Bank,  from  the  beginning, 
was  not  according  to  the  usual  plan  of  Scotch  banking,  for  while, 
as  explained  by  the  witnesses  before  the  Committee  of  1858,  one 
very  important  feature  of  it  is  to  keep  very  large  reserves  in 
London,  either  at  their  bankers,  or  in  Government  securities, 
the  Western  Bank  invested  its  means  chiefly  in  local  accommoda- 
tion, and  kept  very  insuificient  resen^es  in  London,  so  much  so 
that,  in  1834,  its  London  agents,  Messrs.  Loyd  &  Co.,  dishonoured 
its  drafts.  It  appears  that  upon  this,  the  other  Scotch  banks 
refused  its  notes,  and  remonstrated  with  it  for  its  mismanage- 
ment. On  the  30th  October,  1834,  the  directors,  in  answer  to 
these  remonstrances,  notified  to  the  other  banks  that  they  had 
resolved  to  invest,  in  marketable  securities,  a  sum  amply  suffi- 
cient to  prevent  such  a  thing  happening  again.  They  promised 
to  commence  the  necessary  operations  in  the  following  January, 
and  complete  them  in  April,  if  not  earlier.  They  also  engaged  to 
lessen  their  discounts,  and  to  continue  to  do  so,  in  order  to  have 
sufficient  funds  at  its  command.  Upon  this  promise  of  better 
conduct  in  future,  the  three  chartered  banks  advanced  the 
Western  Bank  £100,000  to  enable  them  to  purchase  these  se- 
curities forthwith.  But  the  Western  directors  very  soon  broke 
their  engagement,  and  reverted  to  their  former  mode  of  business. 
In  1838  they  applied  to  the  Board  of  Trade  for  a  grant  of  letters 


THE  WESTERN  BANK.  219 

patent,  when  a  number  of  the  other  Scotch  banks  presented  a 
joint  memorial  against  it.  Thej  said  that  they  shonld  be  want- 
ing in  their  duty  to  the  public  as  well  as  their  own  constituents, 
if  they  sanctioned,  by  their  silence,  such  an  application — ^**  The 
fact  is  well  known  to  you,  that  while  there  have  occurred,  during 
the  past  fifty  years,  periodical  convulsions  among  the  banks  in 
England,  which  have  led  to  the  failure  of  several  hundreds, 
Scotland  has,  for  the  most  part,  maintained  a  state  of  general 
tranquillity,  and  there  have,  in  the  same  time,  occurred  only 
three  or  four  failures,  and  those  of  a  very  minor  character.  The 
cause  of  this  is  notoriously  owing,  first,  to  the  large  capital  em- 
ployed in  the  Scotch  banks,  and  second,  to  the  system  of  admin- 
istration adopted.  Capital  alone,  as  has  been  recently  experienced 
in  England,  by  extending  the  scale  of  operations,  may  only  in- 
crease the  mischief.  In  the  like  manner,  a  numerous  proprietary, 
constituting  a  protection  to  the  public  against  eventual  loss,  may, 
by  adding  to  the  credit,  add  to  the  power  of  such  an  institution 
for  evil.  The  safeguard  of  the  Scotch  system  has  been  the 
uniform  practice  adopted  of  retaining  a  large  portion  of  the 
capital  and  deposits  invested  in  Government  securities,  capable 
of  being  converted  into  money,  at  all  times,  and  under  aU  cir- 
cumstances. This  requires  a  sacrifice,  because  the  rate  of 
interest  is  small,  and,  in  times  of  difficulty,  the  sale  involves  a 
k»8,  but  it  has  given  the  Scotch  banks  absolute  security,  and 
enabled  them  to  pass  unhurt  through  periods  of  great  discredit. 

'*  It  is  not  then  unreasonable  that  the  managers  of  the  Scotch 
banks  should  look  with  favour  on  a  system  which,  notwithstand- 
ing  their  close  connection  with  England,  has  exempted  them 
from  these  calamities,  and,  in  the  doubt  that  exists  on  banking 
theories  elsewhere,  it  is  at  this  moment  sufficient  to  say  that  the 
•jBtem  established  in  Scotland  has  worked  well,  and  ought  not 
to  be  disturbed  there. 
**The  Western  Bank  was  established  in  the  year  1882,  and 
^  the  principle  on  which  it  has  avowedly  acted  has  been  to  employ 
as  mach  as  possible  of  its  capital  and  assets  in  discounts  and 
Ioaii09   retaining  only  the  cash  necessary  to    meet  its  current 
engagements. 

'*As  this  is  a  more  profitable  investment  than  Government 
lecarities,  there  is  always  a  strong  temptation  to  speculative  or 
inexperienced  persons  to  adopt  this  course,  and  it  the  oonse- 
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quences  were  to  affect  themselves  alone,  it  would  be  of  small 
moment,  bat,  nnfortnnatelj,  in  banking,  this  cannot  be.  The 
whole  system  depends  upon  credit,  and  the  failure  of  an  ill-regu- 
lated establishment,  affects  those  differently  constituted.  Such 
a  body,  in  prosperous  times,  boldly  extends  its  business,  and, 
from  seeing  the  readiness  with  which  in  such  seasons  commercial 
paper  is  discounted,  comes  to  the  conclusion,  that  it  is  the  best 
and  most  convertible  description  of  investment  that  could  be 
found. 

"  Prudent  banks,  knowing  the  delusive  nature  of  this  expecta- 
tion, are  compelled  to  increase  their  own  reserve  to  meet  the 
consequences  of  this  unwise  expansion ;  and,  when  the  difficulty 
comes,  they  must  either  assist  their  rival  to  prevent  an  explosion, 
or  must  make  a  heavy  sacrifice  by  selling  their  securities  at  a 
loss. 

"The  Western  Bank,  acting  on  this  principle,  allowed  their 
London  transactions  to  assume  such  an  irregular  shape,  that  their 
London  agents,  the  respectable  house  of  Jones,  Loyd,  and  Co., 
took  alarm,  and  in  1834  dishonoured  their  drafts.  The  Bank 
of  Scotland,  Koyal  Bank,  and  British  Linen  Company  were 
compelled  to  come  to  their  assistance,  and  made  them  con- 
siderable advances.  These  circumstances  occurring  in  a  time 
when  the  Money  Market  was  perfectly  tranquil,  shewed  the 
extreme  danger  of  the  practice.  The  Edinburgh  banks  insisted 
on  a  better  system  of  management  being  adopted,  and  that 
the  Western  Bank  should  have  invested  in  Government  securi- 
ties a  sum  amply  sufficient  to  meet  emergencies.  The  Directors, 
after  much  discussion,  at  length,  by  a  resolution  dated  80th 
October,  1834,  distinctly  assented  to  the  requisition,  but,  as 
they  had  so  engaged  the  assets  of  the  Bank,  as  to  render  it 
impossible  inmiediately  to  procure  the  funds,  the  Edinburgh 
banks  lent  them  £100,000  for  the  purpose.  For  smm  lime  ths 
Western  Bank  may  have  acted  on  this  agreement,  hut  the  tetnptation 
of  profit  appears  to  have  got  the  better  of  their  prudence,  and  they 
now  repudiate  their  engagement, 

"It  will  be  quite  apparent  that  a  bank  that  can  employ  its  whole 
funds  in  this  manner,  is  enabled  either  to  divide  a  larger  share 
of  profits  than  its  competitors,  or  to  do  business  on  more  favour- 
able terms ;  and  we  repeat,  that  if  the  only  consequence  of  this 
was  to  increase  or  diminish  the  dividends  of  the  rival  establish- 
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mentSy  it  would  be  of  comparatively  small  importance,  bat  in  its 
result  it  endangers  the  existence  of  every  bank  in  the  country, 
and  the  fortunes  of  a  large  portion  of  the  community.  We  feel 
that,  if  letters  patent  shall  be  granted  to  this  Bank,  after  what 
has  passed,  it  mil  be  a  public  sanction  and  countenance  of  a  neta 
and  mischievous  principle,  opposed  to  the  Banking  system  of 
Scotland, 

"The  question  is  not,  in  this  instance,  whether  Government 
will  interpose  new  restraints  on  banking  companies,  but  whether 
they  wiU  encourage  a  violation  of  the  old  system,  by  granting 
distinction  and  privileges  to  a  company  which,  having  pledged 
itself  to  their  observance,  now  disowns  them  in  its  practice,  and 
under  these  circumstances  applies  for  a  charter."  This  memorial 
was  signed  by  the  Bank  of  Scotland,  the  British  Linen  Ck)mpany, 
the  Commercial  and  National  Banks ;  and  the  Charter,  if  applied 
for,  never  was  granted. 

This  system  of  keeping  such  small  reserves  in  London  pro- 
duced the  consequence  foreseen  in  the  preceding  memoriaL  In 
1847  the  Western  Bank  was  in  difficulties,  and  received  assistance 
from  the  Bank  of  England  to  the  amount  of  £300,000  in 
November  and  December,  1847,  which  it  repaid  in  March, 
1848.  From  this  time  forward  till  1852,  when  a  change  in  the 
management  took  place,  a  rather  more  cautious  course  was 
pursued,  but  they  did  what  we  believe  was  totally  contrary  to 
the  usual  practice  of  the  other  Scotch  banks — they  rediscounted. 
The  following  figures  shew  the  amounts  of  discounts  and  re- 
discounts from  1847  to  1852— 

DiBConnts.  Bedisconnts. 

In  1847  £15,711,438  £656,077 

„  1848  12,088,643  374,707 

„  1849  10,522,022  249,957 

„  1850  12,048,669  290,813 

„  1851  13,322,753  588,247 

„  1852  13,525,332  407,143 

At  this  time  the  Bank  had  £356,000  of  overdue  bills,  besides 
other  very  heavy  locks-up  of  capital,  in  one  case  amounting  to 
£120,000,  which  was  covered  with  insurances  on  the  lives  of  the 
obligants,  on  which  it  had  paid  £33,512  as  premiums  when  it 
stopped.  "  But  even  at  this  time,"  says  Mr.  Fleming,  "  it  had 
a  closter  of  those  people  who  had  manufactured  accommodation 
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bills,  doing  bosiiiess  with  Uiem."    So  tiiat  in  this  year,  he  says, 
the  Bank  was  not  in  a  satis&ctoiy  state. 

In  1852  a  new  management  commenced,  and  to  shew  how 
the  practice  of  redisconnting  increased,  we  give  the  following 
fignres — 

Diaoonnted.  Badiseoiinted. 

In  1858      £14,987,740    £1,682,820 

„  1864      18,596,704     4,856,292 

„  1865      19,885,781     4,969,669 

„  1856      20,410,884     5,407,868 

„  1857  till  Nov.  9   20,691,415     4,881,221 

Thns  we  see  the  enormons  increase  of  this  most  perilous  prac- 
tice during  these  years,  a  practice  which  places  the  existence  of 
any  institution  that  depends  upon  it  to  any  great  extent,  at  any 
moment  at  the  mercy  of  the  will,  the  caprice,  or  any  accident  that 
may  happen  to  the  purchaser  of  its  bills. 

But  this  was  by  no  means  the  only  instance  of  reckless 
management.  Over  and  above  all  the  other  embarrassments, 
.there  were  four  accounts  particularly  to  which  the  subsequent 
calamity  was  due;  we  will  shew  the  state  of  these  accounts  in 
1852  and  1857— 

Disoonnts. 

1852. 

Macdonald  <&  Co 

Menteith  &  Co 

Wallace  &  Co 

Pattison  &  Co.  


Overdrawn  Acooani. 

£ 

£ 

107,116 

•  a. 

— 

83,779 

... 

3,523 

18,144 

... 

— 

89,678 

... 

1,154 

£188,717         £4,677 

Shewing  that  these  four  firms  were  under  obligations  to  the  Bank 
in  1852  to  the  amount  of  £193,394.  The  following  was  the 
state  of  the  same  accounts  in  1857 — 


Discoimts. 

OTerdrawn 

Orerdne 

Aocount. 

BiUs. 

Macdonald     ... 

....      £408,716 

£5,636 

£8,526 

Menteith 

376,799 

67,635 

93,129 

Wallace 

227,464 

— 

— 

Pattison 

336,996 
£1,349,975 

67,253 

11,571 

£135,524 

£113,226 
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Being  a  sum  total  of  £1,608,725  to  these  four  houses  alone,  when 
they  failed.  And,  to  shew  the  character  of  the  bills  discounted 
for  these  firms,  of  £402,716  bills  of  Macdonald's  current  at  the 
time  of  their  failure,  £398,849  were  dishonoured  at  maturity  ;  of 
Menteith's,  £876,699  current  at  their  failure,  £269,726  were 
dishonoured  at  maturity;  of  Wallace's,  of  £226,741  current, 
there  were  dishonoured  £209,584;  and  of  Pattison's,  of  £886,996 
current,  there  were  dishonoured  £150,749. 

Soon  after  the  general  meeting  of  June,  1857,  the  directors 
requested  another  person  to  examine  the  Bank's  books,  who, 
after  doing  so,  and  allowing  all  the  current  business  of  the  Bank 
to  be  good,  including  the  aboye  four  firms,  found  that  bad  debts 
to  the  amount  of  £573,000  were  kept  on  the  books  as  good, 
which,  after  deducting  the  rest  and  guarantee  fund,  amounting  to 
£246,000,  made  a  loss  of  £327,000  in  the  capital  of  the  Bank, 
and  the  advances  to  the  shareholddrs,  holding  7,626  shares  in  the 
Bank,  amounted  to  £988,487.  In  the  month  of  September, 
1857,  Mr.  Fleming,  the  person  whom  the  directors  had  requested 
to  assume  the  temporary  management  of  the  Bank,  began 
seriously  to  inquire  into  the  nature  of  these  immense  accounts, 
and  on  the  7th  the  Wallaces  acknowledged  that  they  were  dealing 
in  accommodation  bills,  and  he  saw  that  the  Macdonalds  must  be 
doing  the  same  thing,  as  the  two  houses  were  drawing  on  the 
same  names.  It  was  found  that  the  Macdonalds  drew  upon 
124  acceptors,  only  87  of  whom  had  been  inquired  about,  and  of 
these,  reports  on  21  were  extremely  bad.  But  there  were  60  or 
70  persons  whom  they  drew  upon,  who  made  it  a  regular  trade  to 
accept  bills  for  a  small  commission  ;  in  fact,  it  appeared  that  they 
engaged  a  man  in  London  to  procure  them  accommodation  ac- 
ceptances. As  soon  as  the  true  nature  of  these  accounts  was 
ascertained,  there  was  no  resource  but  to  stop  them.  The  failures 
of  Menteith  and  Macdonald,  which  were  the  first  that  became 
notorious,  created  a  panic  on  the  Stock  Exchange  on  the  10th 
October,  and  the  price  of  stock  rapidly  fell,  it  being  commonly 
reported  that  the  whole  capital  of  the  Bank  had  been  engaged  in 
enabling  these  parties  to  carry  on  their  business  for  a  series  of 
years.  These  rumours  created  a  run  on  the  Bank,  to  a  slight 
extent,  on  the  following  Tuesday,  which  continued  for  two  or 
three  days,  and  during  that  week,  ending  the  17th  of  October, 
the  Bank  paid  away  about  £86,000  in  coin,  but  this  was  the  only 
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ran  for  gold  of  any  amonnt  on  the  Bank^for  dnring  the  following 
week  it  only  paid  away  £4,000,  and  in  the  week  after  that  about 
£2,000;  and  the  whole  paid  away  in  coin  between  the  10th  of 
October  and  the  7th  of  November,  the  Saturday  before  it  stopped, 
was  only  £44,000.  But,  during  this  period,  the  total  deposits 
demanded  were  £1,280,000,  and,  except  the  sum  above  mentioned 
as  paid  in  coin,  the  whole  of  these  deposits  were  paid  m  the  Bank's 
own  notes,  which  were  immediately  taken  and  lodged  in  the  other 
hanks. 

This  dreadful  catastrophe  deserves  to  be  minutely  detailed, 
because  it  is  strenuously  asserted  by  a  very  influential  party, 
that  the  small  note  circulation  of  Scotland  tends  to  increase  a 
panic  among  its  holders.  But  in  this  case,  the  Bank's  notes  in 
circulation  did  not  in  any  way  increase  the  panic.  Mr.  Fleming 
says — ^"I  may  say  that  there  was  no  run  for  the  payment  of 
notes  all  through.  There  may  have  been  a  few  notes  presented, 
but  I  should  certainly  limit  the  demand  for  gold  in  exchange  for 
notes  to  £5,000  or  £6,000.  I  do  not  think  it  would  exceed  that. 
Mr,  Wilson :  In  point  of  feet,  the  whole  pressure  upon  the 
Bank  at  any  time  was  in  respect  of  its  deposits,  and  not  in 
respect  to  its  circulation? — Decidedly,  there  was  no  pressure 
in  respect  to  its  circulation;  so  much  so,  that  during  the  last 
two  days  for  which  the  Bank  was  in  operation,  I  do  not  think 
£1,000  was  paid  away  in  gold  at  the  head  oflBce.  The  whole 
money  withdrawn  was  taken  away  in  notes,  and  the  consequence 
was  that  on  the  afternoon  of  the  9th  of  November,  when  the 
Bank  stopped,  there  was  a  very  large  amount  of  notes  in  circula- 
tion, something  about  £720,000.  Then  the  depositors  became 
uneasy  about  the  security  of  their  deposits,  went  to  the  Bank, 
and  took  the  Bank's  notes  ? — Yes.  Did  they  pay  them  imme- 
diately into  other  banks  ? — Yes Was  there  much 

drain  in  the  provinces  upon  the  balances  ? — Not  a  very  large 
amount,  certainly  ;  a  wonderfully  small  amount,  in  proportion  to 
the  total  deposits,  was  withdrawn  from  the  country. — I  think  you 
said  that  at  the  branches  there  was  very  httle  demand  for  gold  ; 
almost  none  ? — Almost  none^ 

At  the  same  time  a  very  heavy  blow  fell  upon  them  from 
another  quarter.  The  Bank,  instead  of  keeping  its  funds  well  in 
hand  in  London,  engaged  in  exchange  operations  with  America. 
They  had  an  agent  in  New  York,  though,  perhaps,  not  openly 
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and  avowedly  in  that  character^  who  granted  letters  of  credit 
npon  them,  in  favour  of  persons  who  wished  to  raise  money,  such 
parties  arranging  with  the  agent,  the  securities  to  be  lodged 
to  meet  the  Bank's  acceptances.  These  credits  were  not  by  any 
means  always  paid  at  maturity,  but  were  renewed  to  a  large 
extent.  By  this  operation,  a  very  considerable  portion  of  the 
Bank's  funds  were  locked  up  in  America,  instead  of  being  in 
London  as  they  ought  to  have  been.  At  the  time  of  its  suspen- 
sion, its  acceptances  current,  and  its  obligations  to  accept, 
amounted  to  £317,000,  in  two  months'  bills,  which,  multiplied 
by  six,  gives  the  amount  of  the  year's  transactions.  The  amount 
of  funds  locked  up  in  America  by  their  agent  there,  appears  to 
have  been  £376,520,  against  which  he  held  railway  bonds  and 
current  bills.  Mr.  Fleming  said,  Q.  5510 — ^''It  appears  to  me 
in  many  cases,  the  credits  established  by  Lee  upon  the  Western 
Bank,  have  been  modes  of  raising  money  for  the  purpose  of  con- 
structing American  Railways,  and  for  speculation  in  stocks,  in 
New  York."  "The  two  banks,*.  «.,  the  Western  and  the  City 
of  Glasgow,"  said  Mr.  Robertson,  the  cashier  of  the  Royal  Bank, 
"  were  in  the  habit  of  accepting  four  months'  inland  bills  drawn 
from  London,  Liverpool,  and  Glasgow,  in  respect  of  these  credits, 
which  was  quite  condemned  by  the  Bank  of  England,  and  all  the 
other  banks  in  Scotland" 

The  general  stoppage  and  failure  of  American  credit  at  this 
time  rendered  the  expectations  of  any  remittances  hopeless  from 
there.  And  Mr.  Fleming,  who  undertook  the  duty  of  manager 
on  the  15th  October,  told  the  directors  it  was  absolutely  essential 
to  make  provision  for  a  contingent  drain  upon  the  deposit  money, 
and  also  for  the  American  acceptances  becoming  due.  On  the 
17th  October,  the  directors  resolved  to  apply  to  the  Bank  of 
Scotland.  On  the  21st,  a  written  application  was  made  to  that 
Bank  for  assistance,  and  on  the  23rd  a  meeting  having  been  held 
of  all  the  Edinburgh  banks,  they  declined  to  assist,  until  applica- 
tion had  been  made  to  the  Bank  of  England.  This  application 
was  refused.  This  refusal  being  telegraphed  down  to  Edinburgh, 
a  meeting  of  the  banks  was  held  the  same  evening,  and  they  agreed 
to  advance  £500,000,  on  condition  that  the  directors  should  dis- 
solve and  wind  up  the  concern.  After  some  days'  negotiation 
the  Edinburgh  banks  agreed  to  forego  the  compulsory  winding 
up,  as  the  directors  of  the  Western  said  that  they  had  no  power 
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to  do  80,  and  advanced  the  money  without  this  condition.  This 
sum  was  accordingly-  advanced  on  the  29th  October,  on  the 
promissory  notes  of  the  Western  Bank,  at  six  months*  date,  for 
£610,000,  the  tenns  being  that  the  Western  Bank  should  be 
bound  to  replace  the  Edinburgh  banks  in  Consols,  at  the  price 
of  the  day.  In  addition  to  the  loan  so  advanced  by  the  Edin- 
burgh banks,  the  Clydesdale  Bank  advanced  £100,000  on  a  note 
of  the  Bank's  at  six  month,  with  the  individual  guarantee  of  the 
directors,  which  was  discounted  at  the  current  rate  of  8  per 
cent. 

The  withdrawal  of  the  deposits  from  the  Bank,  which  was 
almost  entirely  among  the  small  depositors,  had  greatly  abated, 
and,  whatever  might  have  been  the  ultimate  result  which  might 
have  been  necessitated  in  consequence  of  the  examination  of  the 
Bank's  aflPairs  that  was  then  in  progress,  there  was  no  immediate 
danger  of  a  catastrophe ;  when,  on  the  29th  October,  the  City 
article  of  the  Times  announced  that  the  Edinburgh  banks  had 
resolved  to  carry  the  Western  Bank  through  its  difficulties, 
on  condition  that  it  should  wind  up.  The  Times  reached 
Scotland  on  the  morning  of  the  30th,  and  immediately  a  fresh 
pressure  commenced  on  the  Bank.  But  this  time  it  was  of  a 
different  character  from  the  previous  one.  The  first  pressure  had 
been  among  the  small  depositors,  the  second  consisted  of  the 
traders  who  kept  large  accounts,  who,  seeing  that  the  Western  Bank 
was  going  to  close,  made  haste  to  transfer  their  balances  to  the 
other  banks  and  open  accounts  with  them,  and  it  was  this  pressure 
which  continued  and  made  the  Bank  close  its  doors  on  the  9th 
November,  not  from  a  demand  for  gold,  but  because  the  balances 
of  these  accounts  being  withdratvn  in  the  Bank's  notes,  and  j^aid 
into  other  banks,  the  Western  Bank  was  unable  to  provide  for  tlie 
purchase  of  Exchequer  bills  from  the  otJier  banks,  to  rectify  this 
balance  by  a  draft  on  London, 

To  shew  how  mischievous  this  publication  of  the  terms  pro- 
posed was,  we  quote  from  Mr.  Fleming's  letter  to  the  Bank  of 
Scotland  of  31st  October,  1857 — "The  application  made  a  fort- 
night ago  by  the  Directors  of  this  Bank  to  the  other  Scotch 
banks,  for  a  credit  to  the  extent  of  £500,000,  was  based  on  ray 
calculation  that  £350,000  or  £400,000  would  keep  our  London 
finance  in  perfect  order,  and  that  the  remainder  would  be  a 
sufficient  reserve  to  meet  any  probable  withdrawal  of  deposits. 
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This  calcniation,  I  still  believe,  would  have  proved  correct,  had 
the  assistance  required  been  given  promptly,  quietly,  and  free  from 
any  condition  as  to  winding  up, 

"  Bat  the  demands  made  apon  ns  have  considerably  exceeded 
mj  calculation,  from  two  causes;  first,  the  notoriety  of  our 
financial  embarrassment,  created  by  the  delay  in  acceding  to  our 
application,  and  the  course  which  the  negotiations  took  from  our 
having  been  referred  to  the  Bank  of  England;  and  second,  the 
condition  as  to  winding  up,  which  the  other  banks  sought  to 
impose,  and  the  publicity  given  by  the  Times  to  this  condition. 

"  It  is  not  easy  to  say  in  figures  to  what  extent  these  causes 
have  respectively  operated  in  inducing  withdrawals,  or  to  esti- 
mate to  what  extent  they  may  still  operate.  But  as  to  the  past, 
my  own  observation  here,  and  the  reports  from  our  branch 
agents,  all  convince  me  that  the  second  has  been  immeasurably 
more  mischievous  than  the  first.  Deposits  on  receipts  have  been 
withdrawn  to  a  very  limited  extent  indeed,  but  balances  on  cur- 
rent  accounts  kept  by  the  trading  community  have  been  removed 
to  other  banks  to  a  considerable  extent.  The  reason  is  natural 
and  obvious.  If  this  Bank  is  to  wind  up,  traders  know  that  we 
cannot  give  them  accommodation,  and  they  take  the  earliest 
opportunity  of  arranging  for  that  accommodation  elsewhere,  and 
withdraw  their  balances. 

"  I  am  hopeful  that  the  mischief  already  done  is  not  irre- 
parable. That  we  retain  still  a  measure  of  public  confidence,  is 
proved  by  the  fact  that  no  fixed  deposits  of  any  large  amount 
have  been  withdrawn,  and  nothing  like  a  run  has  taken  place,  and 
gold  has  scarcely  ever  been  demanded, 

"I  have  already  said  that  there  has  been  no  demand  made 
upon  us  for  gold,  all  sums  tvithdrawn  hamng  been  taken  in 
our  own  notes,  and,  consequently,  tlie  other  banks  have  got  tlis 
deposits,'' 

The  Western  Bank  then  asked  a  further  loan  from  the  Edin- 
burgh banks,  which,  having  been  discussed  for  some  days,  was 
unanimously  refused. 

On  Saturday,  the  7th  November,  there  was,  from  the  heavy 
withdrawal  of  deposits  in  the  Bank's  notes,  and  their  lodgment 
with  the  other  banks,  a  heavy  adverse  balance  on  the  exchange 
of  that  day.  The  Edinburgh  banks  were  immediately  informed 
that    the  Western  Ban];:  was  unable  to  provide  for  this  adverse 
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balance  on  the  following  Monday.  On  the  Sunday  they  resolved 
as  soon  as  this  inability  to  pay  the  balance  should  be  declared, 
to  instruct  their  agents  to  refuse  the  Western's  notes.  And  it 
was  beyond  all  question  shewn  that  it  was  this  injudicious  line  of 
conduct  that  chiefly  brought  on  the  subsequent  run  for  gold. 

The  Exchange  being  heavily  against  the  Western  on  Saturday, 
it  made  a  final  proposal  to  the  Edinburgh  banks,  and  sent  a 
scheme  for  an  amalgamation  with  .the  Clydesdale  Bank,  to  be 
discussed  by  them  on  Monday  morning,  the  9  th,  and  kept  its 
doors  open  till  2  o'clock,  to  learn  their  final  decision.  This  being 
a  decided  refusal  to  entertain  the  terms  proposed,  the  Western 
Bank  shut  its  doors  at  2  p.m.,  on  Monday,  the  9th 'November. 
Another  Bank,  the  City  of  Glasgow,  it  was  also  known,  had 
been  engaged  in  transactions  of  the  same  nature  as  the 
Western,  in  America,  and  had  also  been  equally  negligent  in 
keeping  due  reserves  in  London.  This  bank,  too,  required 
the  assistance  of  the  Edinburgh  banks,  though  it  is  not  stated 
how  much  they  received.  On  the  evening  of  the  9th  a  run 
commenced  on  the  saving's  bank  branches  of  this  bank.  "  On 
the  Tuesday  morning,"  says  Mr.  J.  Robertson,  the  manager  of 
the  Union  Bank,  "when  the  doors  of  the  banks  were  opened,  a 
great  number  of  parties  appeared  with  deposit  receipts  demand- 
ing gold ;  in  fact,  the  ofiice  of  our  own  establishment  was  quite 
filled  with  parties  within  a  quarter  of  an  hour  of  the  opening  of 
the  doors.  I  think  at  half-past  9.  The  Chairman:  You  are 
now  speaking  of  the  Union  Bank  ? — I  am  speaking  of  most  of 
the  banks ;  I  speak  of  the  Union  Bank  particularly.  Were 
the  Western  Notes  at  that  time  current,  or  were  they 
refused? — Tliey  were  not  ctirrenf,  unfortunately.  Was  there 
any  deputation  from  Glasgow  to  Edinburgh  on  the  subject  of 
the  other  banks  agreeing  to  take  the  Western  Bank's  notes  ? — 
This  run,  as  you  may  call  it,  or  panic,  increased  so  much,  that 
ths  continued  refusal  of  the  notes  of  the  Westeim  Bank  added 
very  much  to  the  excitement.  Those  people  who  came  for  money 
would  not  take  the  notes  of  any  bank,  it  did  not  matter  what 
bank  it  was;  they  refused  everything  but  gold.  We  thought 
that  it  would  allay  the  excitement  if  we  were  to  take  the 
Western  Bank's  notes;  there  being  no  danger  of  ultimate 
payment.  We  were  so  much  impressed  with  that  feeling,  that 
two  of  the  banks  sent  a  deputation  to  their  directors  to  Ediu" 
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bnrgh  to  confer  with  the  managers  of  the  Edinburgh  banks  on 
the  subject,  and  to  induce  them  to  rescind  their  order.  They 
failed  in  that ;  the  notes  of  the  Western  Bank  were  refused  the 
whole  day  on  the  Tuesday." 

The  run  of  Tuesday  exhausted  the  City  of  Glasgow  Bank, 
and  it  did  not  open  on  Wednesday,  the  11th.  The  state  of 
Glasgow  was  so  alarming  that  the  magistrates  sent  for  troops^ 
and  did  all  in  their  power  to  allay  the  excitement ;  they  issued  a 
proclamation  advising  the  people  not  to  press  the  banks  for  pay- 
ment, and  to  take  the  notes  of  all  the  banks.  They  issued  an 
order  to  all  the  rate  collectors  in  the  city  to  take  all  notes  pre- 
sented to  them,  including  those  of  the  two  suspended  banks. 
But  the  demand  for  gold  was  almost  entirely  confined  to  the 
depositors,  very  few  fiotehvlders  coming  forward.  On  Wednes- 
day and  Thursday  large  remittances  of  gold  from  London 
arrived  about  10  o'clock  in  the  morning,  and  were  taken  in 
waggons  to  the  banks,  escorted  by  strong  bodies  of  police.  But 
the  run  entirely  ceased  about  2  o'clock  on  Wednesday.  At  half 
past  two,  says  the  same  witness,  there  were  not  half-a-dozen 
people  in  the  establishment.  The  panic,  as  the  witness  said, 
only  lasted  one  whole  day  and  part  of  the  next. 

In  fact,  the  refusal  to  take  the  Western  Bank's  notes  was  one 
of  the  chief  causes  of  the  run  for  gold ;  and,  as  soon  as  the  other 
banks  agreed  to  take  them,  the  panic  ceased.  Mr.  Lawrence 
Bobertson  was  asked, ''  What  was  it  which  first  caused  the  panic 
to  cease? — ^When  the  stoppage  of  these  banks  took  place,  the 
other  banks  were  not  precisely  informed  of  their  position,  and 
hesitated  a  little  in  taking  their  notes ;  alter  further  consideration, 
the  other  banks  resolved  to  take  all  the  notes  as  they  came  for- 
ward, and  wJhen  tluit  was  done  the  thing  subsided.  As  soon  as 
it  became  known  that  the  notes  of  the  Western  Bank  would  be 
received  by  the  general  body  of  the  banks  in  Scotland,  the  panic 
with  regard  to  the  notes  of  the  Western  Bank,  came  to  an  end? 
-^Entirely.'' 

The  same  witness  also  said,  that  there  was  no  run  upon  any  of 
the  Glasgow  banks  before  the  stoppage  of  the  Western  Bank. 
"Were  those  parties  who  drew  out  gold  over  the  counter  in  ex- 
change for  notes,  or  by  cheques  on  their  deposits? — It  was  chiefly 
in  the  case  of  small  deposit  receipts.  And  not  for  any  consider- 
able unonnt  ? — ^No.    Do  you  think  that  it  exceeded  £1,000  ? — 
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It  is  difficult  to  fix  upon  a  snm ;  I  never  looked  at  that.  It  was 
not  of  sufficient  importance  to  call  your  attention  to  it? — ^No/' 
The  City  of  Olasgow  Bank  resumed  payment  in  about  a  month, 
but  the  Western  Bank  had  lost  not  only  its  whole  paid  up  capital 
of  £l,bOOfiOO,  but  as  much  more  again. 

16.  The  details  of  this  great  catastrophe  well  deserve  our  closest 
attention,  because  it  is  the  first  insttmce  of  a  banking  panic  in 
Scotland,  and  even  that  was  confined  to  one  town.  The 
commercial  failures  were  confined  exclusively  to  the  herd  of 
adventurers  who  had  been  fostered  and  supported  by  the  mis- 
management of  the  Western  Bank.  There  was  but  one  house 
of  any  magnitude  connected  with  Glasgow  which  suspended 
payment  during  this  period,  Dennistoun  &  Co.,  who  were  more 
a  Liverpool  and  London  house  than  a  Glasgow  one,  and  whose 
temporary  stoppage  was  brought  about  by  other  causes.  But 
this  calamity  has  been  seized  hold  of  by  persons  who  are  hostile 
to  the  Scotch  system  of  banking  in  general,  and  also  to  the  £1 
note  currency  of  Scotland,  to  condenm  them.  But,  when  we 
come  to  investigate  the  true  facts,  we  shall  find  that  they  lend 
no  support  to  these  charges.  For,  with  respect  to  the  first,  it  is 
distinctly  proved  by  the  most  unanswerable  evidence,  that  from 
the  commencement  to  the  close  of  its  career,  the  Western  Bank 
pursued  a  system  of  business  that  was  totally  opposed  to  the 
well-recognised  system  of  Scotch  banking,  and  unanimously  con- 
demned by  all  the  well-conducted  banks.  That,  during  its  whole 
course,  it  was  a  subject  of  terror  and  alarm  to  the  other  banks. 
That  its  locking  up  its  funds  in  America  was  totally  condemned 
by  the  Bank  of  England,  and  all  the  other  Scotch  banks.  And 
the  directors  themselves,  when,  however,  it  was  too  late, 
acknowledged  their  own  misconduct,  for,  in  their  first  appli- 
cation for  assistance  to  the  Bank  of  Scotland,  on  the  21st  October, 
1857,  the  directors  say — "On  the  part  of  the  board  of  direction, 
it  is  right  that  we  should  frankly  say,  that  they  are  fully  alwe 
to  the  recklessness  of  the  past  managemejit  of  the  Bank;  that 
its  credit  has  been  strained  to  the  extreme  point ;  and  that,  in 
the  attempt  to  make  large  profits  for  the  proprietary,  unwise  and 
undue  risks  have  been  run.  Feeling  all  this,  the  directors  have 
entered  on  a  course  of  management,  which  (although  the  pre- 
sent commercial  crisis  renders  curtailment  difficult  of  speedy 
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accomplishment)  will  eventuate  in  the  establishment,  on  a  secare 
basis,  of  a  business  of  a  safer  and  a  more  legitimate,  though 
certainly  of  a  more  limited  description,  than  has  for  many  years 
hem  conducted  by  the  Western  Bank  of  Scotland.'*  Hahemus  ipsos 
confitentes  reos.  The  directors  themselves  acknowledged  that 
their  course  of  business  was  not  in  accordance  with  the  usual 
Scotch  banking  system.  What  possible  reflection,  then,  can  it  be 
on  the  recognised  system  that  a  bank,  which  went  right  in  the 
teeth  of  it,  failed  ?  The  very  same  remarks  apply,  only,  of  course, 
in  a  lesser  degree,  to  the  City  of  Glasgow  Bank.  This  Bank 
too,  was  guilty  of  speculating  in  America,  instead  of  keeping  its 
reserves  in  London ;  and  it,  too,  paid  the  penalty  by  a  temporary 
suspension. 

The  second  charge,  too,  is  equally  groundless  against  the 
small  note  circulation.  For  it  is  said  that  these  small  notes 
aggravate  a  panic,  and  that  a  panic  is  most  likely  to  commence 
amongst  their  holders.  But,  in  this  case,  the  evidence  most 
decisively  negatives  the  supposition  that  any  part  of  the  panic  was 
due  to  the  small  notes,  and  not  only  that,  hut  it  decisively  proves 
that  the  demand  for  gold  was  greatly  lessened  on  account  of  the 
notes.  Mr.  Fleming  says,  Q.  5582 — "  I  may  say  there  was  no 
run  for  payments  of  notc«  all  through.  There  may  have  been  a 
few  notes  presented,  but  I  should  certainly  limit  the  demand  for 
gold  in  exchange  for  notes  to  £5,000  or  £6,000.  I  do  not  think 
it  would  exceed  that.  Mr.  Wilson :  In  point  of  fact,  the  whole 
pressure  on  the  Bank  at  any  time  was  in  respect  to  its  deposits, 
and  not  in  respect  to  its  circulation  ? — Decidedly,  there  was  no 
pressure  in  respect  to  its  circulation;  so  much  so,  that  during  the 
kst  two  dajrs  for  which  the  Bank  was  in  operation,  I  do  not  think 
£1,000  was  paid  away  in  gold  at  the  head  office.  The  whole 
money  withdrawn  was  taken  away  in  notes,  and  the  consequence 
was,  that  on  the  afternoon  of  the  9th  November,  when  the 
Bank  stopped,  there  was  a  very  large  amount  of  notes  in 
circulation,  something  about  £720,000.  Mr.  Wilson:  Then 
the  depositors  became  uneasy  about  the  security  of  their 
deposits,  went  to  the  Bank,  and  took  the  Bank's  notes? — 
Yes.  Mr.  Wilson:  Did  they  pay  them  immediately  into 
other  banks  ? — ^Yes.  Mr.  Wilson  :  They  thereby  indirectly  ob- 
tained payment  through  the  other  banks? — Precisely  so;  they 
taransferred  their  dejposits  from  one  bank  to  the  other.     Mr. 
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Wilson:  Did  many  of  the  depositoTB  demand  gold? — ^Almost 
none;  dnring  die  week,  after  the  10th  October,  there  was  a 
alight  demand  for  gold,  and  in  the  coontry,  I  believe,  there  was 
a  Tery  alight  demand  for  gold."  Mr.  Fleming  then  gave  the 
figures,  shewing  that  the  total  demand  for  gold  dnring  the 
whole  month,  from  the  10th  October  to  the  9th  November,  was 
only  £44,000,  of  which  more  than  £6,000  was  in  exchange  for 
notes,  bnt  the  total  demand  for  deposits  and  balances  on  aooonnt 
was  £1,280,000;  from  which  it  follows,  of  coarse,  that  the  total 
pressnre  on  the  Bank  was  this — 

For  gold  in  exchange  for  notes £6,000 

For  deposits  taken  in  gold 38,000 

For  deposits  and  balances  taken  in  Bank's 

notes         1,236,000 


£1,280,000 


Now,  if  the  Bank  had  not  issued  notes,  how  would  this  last 
item  have  been  demanded  ?  Of  course,  in  gold.  So  that  it  is 
quite  clear  that  the  power  of  the  Bank  to  issue  notes  saved  and 
lessened  the  demand  for  gold  to  that  extent.  And  we  have 
already  shewn  that  it  was  not  any  run  for  gold  which  made  the 
Bank  stop,  but  its  inability  to  provide  for  payment  of  the  adverse 
balance  of  exchange.  But  it  may  be  said — See  what  followed 
the  next  morning.  There  was  undoubtedly  a  run  for  gold  next 
morning  on  some  of  the  other  banks.  But  then  there  would 
have  been  the  very  same  run  if  there  Imd  been  no  not^s  at  all. 
And  that  very  run  was  greatly  aggravated,  if,  indeed,  it  was  not 
chiefly  due  to  the  most  unfortunate  decision  of  the  other  banks 
to  refuse  the  Western  Bank's  notes.  As  soon  as  tJie  other  batiks 
agreed  to  take  the  Western's  notes,  the  panic  immediately  sub- 
sided, even  thoi^h  a  second  bank  stop})ed  the  same  morning. 
Now,  what  is  the  effect  we  might  naturally  have  expected  from 
a  second  bank's  stopping  in  the  midst  of  a  panic  ?  Clearly  that 
that  panic  would  have  been  greatly  intensified.  But  in  this  case 
it  was  not  so.  The  City  Bank  did  not  open  on  the  Wednesday 
morning,  and  yet  the  whole  panic  was  over  by  two  o'clock  that 
day.  The  whole  demand  on  the  Royal  Bank  for  gold  did  not 
exceed  £1,000. 

Now,  without  prejudicing  the  question  in  any  way,  whether 
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the  Scotch  £1  notes  should  be  sappressed,  there  is  no  dis- 
passionate man  who  can,  after  reading  the  details  of  this  crisis, 
come  to  the  conclusion  that  they  had  anything  whatever  to  do 
with  this  panic.  The  great  wonder  is,  that  after  the  unprece- 
dented circumstance  of  two  great  banks  stopping  payment,  the 
panic  was  so  short,  and  so  slight  as  it  was.  Does  any  man  who 
knows  London  think  that,  if  a  similar  case  had  happened  there, 
thfe  consequences  would  have  been  so  comparatively  trifling? 
The  two  London  banks  of  most  nearly  equal  magnitude  with  the 
Glasgow  ones  that  stopped,  are  the  Union  and  the  London  and 
Cbtmty.  Let  us  imagine  that  the  Union  Bank  of  London  was  to 
stop  payment,  and  two  days  after  the  London  and  County. 
Does  any  man  who  knows  London  suppose  that  in  such  a  case  the 
panic  would  be  limited  to  one  day  and  a  half.  No  man  in  his 
senses  would  think  so. 

Nor  can  there,  we  think,  be  any  reasonable  doubt  that  the 
refdsal  of  the  Edinburgh  banks  to  take  the  notes  of  the  Western 
Bank  was  a  most  unfortunate  one.  When  the  Ayr  Bank  failed, 
all  the  other  banks  immediately  gave  notice  that  they  would  take 
its  notes  at  par,  because  they  knew  very  well  that  its  proprietors 
were  perfectly  well  able  to  discharge  all  the  claims  upon  them. 
It  was  perfectly  well  known  that  the  proprietors  of  the  Western 
Bank  were  worth  many  millions  of  money,  and  that  there  was 
no  possible  danger  of  any  ultimate  loss.  Yet  the  banks  on  this 
occasion  decided  to  refuse  their  notes,  which  decision  they  were 
afterwards  obliged  to  rescind.  And  this  is  a  very  good  proof 
that  it  was  wrong  from  the  first ;  and  immediately  that  the  notes 
were  taken  the  panic  ceased. 

In  the  years  of  the  great  speculations  in  railways,  numbers  of 
persons  wished  to  carry  on  the  game  of  speculation  by  buying 
shares,  and  then  raising  money  upon  them  from  bankers.  The 
old  banks  prudently  declined  this  sort  of  business,  and  a  number 
of  banks  were  got  up,  principally  for  this  business — if,  indeed,  it 
can  be  called  business  at  all — as  it  was,  in  fact,  pure  gambling. 
After  a  short  time,  the  railway  shares  went  down  as  fast  as  they 
had  risen,  and  all  these  banks,  which  were  called  Exchange 
Banks,  were  ruined,  some  of  them  under  the  most  disastrous 
circumstances. 

We  have  said  that  one  of  the  principal  features  of  the  Scotch 
banking  system  is  to  have  a  small  number  of  very  large  banks. 
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with  a  greair  nmnber  of  branches  to  eadh  To  shew  how  the 
qrBtem  has  a  natural  tendency  to  become  concentrated  among  a 
f9w  great  estaUishments,  we  may  compare  the  existing  number 
of  separate  institntionSy  at  different  periods.  In  1826,  there  were 
82  independent  banksy  cf  which  18  had  less  than  10  partners,  10 
had  less  than  100,  and  the  remaining  9  had  more  than  100. 
Foorteen  of  these  had  no  branches,  17  had  not  more  branches 
than  6,  and  the  hig^iestnnmber  that  any  bank  had  was  80,  which 
was  th^  Oommerdal  Bank.  The  total  number  of  offices  was  159* 
In  1848,  there  were  891  branches;  in  1855,  there  were  462 
branches  and  17  principal  offices ;  in  1857,  there  were  the  same 
number  of  head  offices,  with  666  branches ;  and  in  1859,  there 
were  14  separate  bankB--<me,  the  Union,  haying  4  head  offices — 
and  597  branches,  making,  altogether,  615  offices. 

The  following  table  exhibits  the  banks  at  present  existing  in 
Scotland,  upon  which  we  shall  make  some  remarks  in  a  fhture 
chapter — 
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CHAPTER  XII. 


ON  SOME  THEORIES  OF  CURRENCY. 

1.  It  now  becomes  our  essential  and  most  important  duty  to 
investigate  some  Theories  of  Currency,  which  have  acquired 
great  celebrity,  not  only  from  their  historical  interest,  as  having 
led  to  some  of  the  most  extraordinary  and  heartrending  public 
calamities  on  record,  but  because  they  are  still  extensively 
believed  in  at  the  present  day.  It  is  of  essential  importance 
not  only  to  lay  the  true  foundations  of  monetary  science,  but  also 
to  point  out  the  fundamental  fallacies  upon  which  some  specious, 
but  fatally  delusive,  theories  rest,  which  have  brought  the  most 
disastrous  consequences  upon  those  nations  which  have  adopted 
them,  as  will  always  be  the  case  when  the  eternal  laws  of  nature 
are  systematically  and  perseveringly  violated. 

2.  The  first  of  these  theories  we  shall  designate  as  Lawism, 
not  because  John  Law  was  the  original  deviser  of  it,  but 
because  he  was  the  first  who  wrote  the  most  formal  treatise  on 
it,  and  he  had  the  opportunity  of  carrying  it  out  on  the  most 
extensive  scale.  His  name,  therefore,  must  always  be  most 
prominently  associated  with  it ;  and  it  is  one  so  specious,  but  so 
dangerous,  and  so  widely  prevalent  at  the  present  time,  that  it 
requires  to  be  branded  with  a  distinctive  name,  and  to  be  com- 
bated with  all  the  power  of  argument  that  can  be  brought 
against  it. 

3.  The  question  shortly  stated  is  this.  All  persons,  except 
those  who  advocate  an  inconvertible  paper  cuiTcncy,  agree  that 
a  paper  currency  must  represent  some  article  of  value,  and 
bullion  has  been  generally  chosen  for  that  purpose.  Now,  the 
idea  has  occurred  to  a  great  many  persons — If  it  is  only  necessary 
that  a  paper  currency  should  represent  some  article  of  value,  why 
should  it  not  represent  any  or  all  articles  of  value,  such  as  land, 
corn,  silk,  or  any  other  commodities,  and,  among  others,  the 
public  funds?      And  this  has  actually  been  tried   in  several 
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infitanceSy  yet  they  have  nniveTsally  failed^  and  in  many  cases 
have  been  attended  with  the  most  dreadfal  calamities.  Now,  as 
this  has  uniformly  happened,  and,  as  we  shall  shew  further  on, 
it  must  happen,  it  necessarily  follows  that  there  must  be  some 
radical  error  in  the  principle,  and  that  it  must  violate  some  great 
law  of  nature.  And  this  is  beyond  all  comparison  the  most 
momentous  problem  in  Economics — Why  is  it  improper  to 
issue  a  paper  currency  on  any  other  basis  than  that  of  bullion  ? 
All  the  most  eminent  British  statesmen  have  instinctively 
resisted  such  proposals,  although  repeatedly  pressed  to  do  so. 
No  doubt  it  has  been  a  most  fortunate  instinct  for  the  country ; 
but  all  their  reasonings  on  the  subject,  if  only  pursued  to  their 
legitimate  consequences,  tend  to  that  result.  The  Bank  Act  of 
1844  was  the  first  occasion  on  which  a  small  bit  of  this  theory  was 
introduced,  which,  if  only  followed  out  to  its  legitimate  conclusion, 
would  produce  in  this  country  the  horrors  of  the  Mississippi 
scheme  in  France.  But  though  the  British  Parliament,  by  a 
blind,  unreasoning  instinct,  has  always,  with  the  exception  just 
named,  resisted  such  fatal  advice,  this  will  not  satisfy  the  demands 
of  science.  Science  imperatively  demands  a  reason  why  such  a 
plan  is  wrong ;  she  will  not  be  satisfied  with  a  simple  dogmatic 
assertion  that  it  is  wrong,  even  though  that  dogma  may  be  right, 
but  she  must  know  the  reason  why ;  and,  until  a  true,  scientific, 
reason  is  given  why  such  plans  are  fatal,  there  will  be  a  constant 
demand  for  them. 

4.  It  is,  moreover,  the  thing  which  has  brought  the  name  of 
Law  into  such  unhappy  notoriety.  Law  has,  in  many  respects, 
very  great  merit  as  a  writer.  In  many  respects  he  had  clearer, 
and  sounder  views  on  monetary  science ;  he  had  infinitely  more 
practical  insight  and  scientific  knowledge  of  what  he  was 
writing  about,  than  the  most  eminent  of  modem  political 
economists.  In  his  various  writings  is  to  be  found  the  refutation 
of  all  the  absurd  follies  of  the  Government  and  of  the  Bank  of 
England  in  1811.  But  all  this  was  marred  by  a  single  defect. 
He  was  the  great  advocate  of  what  is  now  the  popular  cry — 
basing  a  paper  currency  upon  any  article  of  value  beside 
bullion.  The  only  difference  between  him  and  our  greatest 
statesmen  is  that  he  carried  out  their  arguments  to  their  legitimate 
conclusion*      He  had  the  opportunity  of  carrying  this  theory 
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into  effect^  and  the  result  has  been  to  obscure  all  his  other  merits^ 
and  brand  him  for  ever  as  a  charlatan.  What,  then^  was  his 
error? 

5.  Upon  sifting  his  theory  to  discover  his  error,  we  shall 
obtain  one  of  the  most  beautiful  triumphs  of  pure  reasoning  to 
be  found  in  any  science.  We  shall  find  that  the  plausible 
scheme,  which  we  shall  designate  by  his  name,  is  founded  upon  a 
direct  contravention  of  the  fundamental  conception  of  the  nature 
of  a  Currency  which  we  have  established  in  this  work,  and  the 
proposition  which  directly  flowed  from  it,  viz.,  that  where  there 
is  no  Debt,  there  am  be  no  Currency.  We  shall  find  that  these 
awful  monetary  cataclysms  which  have  shaken  nations  to  their 
foundations,  producing  calamities  more  fell  than  famine,  tempest, 
or  the  sword,  have  been  brought  about  by  attempting  to  carry 
into  practice  a  philosophical  fallacy  which  involves  a  contradiction 
in  terms. 

6.  It  is  impossible  to  say  who  first  invented  the  theory  we 
are  going  to  notice ;  in  fact,  it  must  have  sprung  up  indigenously 
among  almost  any  people  who  began  to  form  theories  of  Paper 
Currency.  Several  persons  about  the  same  time  seem  to  have 
hit  upon  it.  The  earliest  we  know  of  was  a  certain  Mr.  Asgill, 
a  Member  of  Parliament,  who  paid  much  attention  to  commer- 
cial questions.  The  most  notorious  precursors  of  Law  were  Dr. 
Hugh  Chamberlain,  who  brought  forward  a  rival  scheme  to  the 
Bank  of  England  in  1693,  and  Mr.  Briscoe,  one  of  the  chief 
promoters  of  the  Land  Bank  in  1696.  Chamberlain's  ideas  will 
be  noticed  a  little  further  on.  He  strongly  accused  Law  of 
having  stolen  his  ideas  from  him,  which  Law  strenuously  repu- 
diates, and  points  out  the  distinction  between  them,  and  it  must 
be  allowed  that  Law's  ideas  were  not  so  extravagant  as  Chamber- 
lain's. Law  first  published  his  theory  in  a  tract,  called  "  Money 
and  Trade  considered,"  at  Edinburgh,  in  1705.  He  was  the 
son  of  a  goldsmith,  and  of  dissipated  habits,  but  of  an  extremely 
acute  intellect;  and,  up  to  a  certain  length,  his  views  are 
sagacious  and  correct-pmuch  more  so,  indeed,  than  those  of 
many  writers  of  the  present  day.  He  observed  the  extreme 
poverty  and  barbarousuess  of  Scotland,  which  he  thought  might 
be  cured  by  bringing  an  additional  quantity  of  money  into  the 
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oonnfcry;  and^  as  silver  was  scarce,  he  attempted  to  devise  a 
scheme  for  providing  a  substitute  for  it. 

7.  He  begins  by  many  very  sound  and  acute  remarks  on  the 
value  of  commodities,  and  the  causes  of  their  change  of  value. 
He  describes  the  qualities  which  fitted  silver  to  be  used  as 
money,  above  every  other  commodity.  He  attributes  the  very 
inconsiderable  trade  of  Scotland  to  the  small  quantity  of  money 
she  possessed.  This  is  the  first  fundamental  fallacy,  because  the 
fact  was,  it  was  just  the  reverse;  Scotland  had  little  money 
lecause  she  had  little  trade.  He,  however,  perceived  the  fallacy 
of  lowering  interest  by  law.  He  then  goes  on  to  consider  the 
various  means  which  have  been  employed  to  increase  the  quantity 
of  money.  He  says  that  some  countries  have  raised  money 
in  the  denomination ;  some  have  debased  it ;  some  have  prohibitefl 
its  export  under  the  severest  penalties;  some  have  obliged 
traders  to  bring  home  bullion  in  proportion  to  the  goods  they 
imported.  But  he  says  that  aU  these  measures  have  been  futile 
and  vain,  and  none  of  them  have  been  found  to  increase  or 
preserve  money.  He  then  says  that  the  only  effectual  method 
hitherto  discovered  for  the  increase  of  money,  was  the  erection  of 
banks.  He  then  describes  various  banks.  Some  made  it  a 
principle  to  issue  no  more  notes  than  they  had  of  actual  bullion. 
He  then  mentions  the  Bank  of  England,  and  the  superiority 
of  its  notes  over  those  of  the  goldsmiths.  He  then  describes 
the  Bank  of  Scotland,  and  says  that  it  issued  notes  to  four 
or  fives  times  the  value  of  the  money  in  the  Bank,  which  he 
very  justly  says  were  equivalent  to  so  much  additional  money. 
He  then  points  out  the  absurdity  of  supposing  that  raising 
the  denomination  of  the  money  added  to  its  value,  that  if  the 
shilling  was  raised  to  18d.,  it  paid  debts  by  two-thirds  of  what 
was  due,  but  did  not  add  to  the  money ;  "  for  it  is  not  the  sound 
of  the  denomination,  but  the  value  of  the  silver  is  considered." 
The  wonderful  philosophers  of  1811,  no  doubt,  looked  down 
with  prodigious  disdain  upon  Law,  but  they  might  have  studied 
him  with  advantage.  He  then  points  out,  with  much  detail, 
the  fraud  and  inutility  of  tampering  with  the  currency.  He 
describes  the  additional  effect  which  credit  may  give  to  money ; 
but  says  that  credit  which  promises  a  payment  of  money,  cannot 
well  be  extended  beyond  a  certain  proportion  it  ought  to  have  with 


240  THBOET  AHD  FBACTICX  OF  BASKCRQ. 

the  monej.  Nothing  can  be  more  jndicioiiB  and  Bound  than  his 
lemarks  upon  credit — that  it  must  always  vary  in  prqwrtion  to 
the  metallic  basLi  it  is  bnilt  npon ;  and  np  to  this  pointy  his 
sagacity  and  penetration  are  in  advance  of  the  doctrines  of  a 
century  later  $  bnt  here  is  the  boandary>  after  which  he  pinngea 
into  that  fiital  and  delnriie  lUlacy,  which  is  the  distinctiye  fbatore 
of  what  we  denominate  Lawissk. 

8.    Tliinking  that  money  was  so  scarce  in  Scotland  that  any 
credit  that  coold  be  boilt  npon  it  would  be  insignificant^  he 


<<It  remains  to  be  considered,  whether  any  other  goods 
than  silver  can  be  made  money  with  the  same  safety  and 
oonvenience. 

''From  what  has  been  said  about  the  nature  of  money,  it  is 
evident  tfiat  any  other  goods  which  have  the  qmUUes  necessary 
in  money f  icAY  bb  uadb  monby  bqual  to  thbib  valub  with 
safety  and  convenience.  There  was  nothing  of  hnmoor  or  fimcy 
in  making  sQver  to  be  money ;  it  was  made  because  it  was  thou^t 
best  qualified  for  that  use. 

**l  shall  endeavour  to  prove  that  another  money  may  be 
established  with  all  the  qualities  necessary  in  money  in  a  greater 
d^^ree  than  silver." 

9.  He  then  proceeds  to  shew  at  great  length  that  silver  had 
some  peculiarities  that  disqualified  it  from  being  the  best 
substance  to  form  money  of;  that  it  varied  in  value;  that  it 
bad  increased  much  faster  in  quantity  than  the  demand  for  it, 
and  had,  therefore,  fsillen  much  in  value.  In  fact,  he  tries  to 
prove  that  silver  had  varied  in  value  more  than  any  other  kind 
of  goods,  within  the  last  two  hundred  years ;  that  goods  would 
always  maintain  a  um'formity  of  value,  because  they  only  increased 
in  proportion  to  the  demand;  that  land  would  always  rise  in 
value,  because  the  quantity  would  always  remain  the  same,  bnt 
the  demand  would  continually  increase ;  but  that  silver  would 
always  fidl  in  value,  as  the  quantity  increased  faster  than  the 
demand. 

10.  Law  then  proceeds  to  deny  that  he  had  taken  his  ideas 
from  Chamberlain,  of  which  the  latter  had  accused  him ;  and  it 
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must  in  candour  be  admitted,  that  his  ideas  were  m&ny  degrees 
less  mad  than  those  of  Chamberlain.  Law  asserts  that  he  had 
formed  his  schemes  many  years  before  he  had  seen  any  of 
Chamberlain's  papers — "  Land,  indeed,  is  the  value  upon  which 
he  founds  his  proposals,  and  'tis  upon  land  that  I  found  mine ; 
if  for  that  reason  I  have  encroached  upon  his  proposal,  the 
Bank  of  Scotland  may  be  said  to  have  done  the  same.  There 
were  banks  in  Europe  long  before  the  doctor's  proposal,  and 
books  have  been  written  on  the  subject  before  and  since.  The 
foundation  I  go  upon  has  been  known  so  long  as  money  has 
been  lent  on  land,  and  so  long  as  an  heritable  bond  has  been  equal 
to  a  quantity  of  land." 

11.  The  difference  between  Chamberlain's  theory  and  Law's 
was  this.  Chamberlain  maintained  that  if  land  was  mortgaged 
for  100  years,  it  was  a  good  security  for  100  times  its  annual 
value:  so  that,  if  a  man  had  landed  property  worth  £1,000 
a-year,  and  if  he  mortgaged  it  for  100  years  to  the  State,  the  State 
might  issue  notes  to  him  to  the  amount  of  £100,000,  which  were 
to  be  declared  equal  to  value  in  silver,  and  made  legal  tender  for 
their  nominal  value.  Now,  if  this  theory  be  true,  there  is  no 
good  reason  why  land  should  be  pledged  for  only  100  years ;  why 
not  for  one  million  years  ?  which  would  do  the  thing  on  a  some- 
what more  magnificent  scale.  But  what  need  of  stopping  there  ? 
Why  not  pledge  it  to  all  eternity?  And  then  every  inch  of 
land  might  be  covered  with  paper  notes^  and  they  might  be 
piled  high  enough  to  reach  the  moon,  where  the  deviser  of 
this  scheme  would  probably  find  his  lost  wits.  Law  properly 
points  out  that  the  fallacy  of  this  theory  was,  that  Chamberlain 
assumed  that  the  value  of  £100  to  be  paid  100  years  hence  is,  still 
£100.  He  says — ''  No  anticipation  is  equal  to  what  already  is ;  a 
year's  rent  now  is  worth  fifteen  years'  rent  fifty  years  hence, 
because  that  money  lent  out  at  interest  by  that  time  will  produce 
so  much."  But,  says  Lord  Macaulay — ^**  On  this  subject  Chamber- 
lain was  proof  to  ridicule,  to  argument,  even  to  arithmetical 
demonstration.  He  was  reminded  that  the  fee  simple  of  land 
would  not  sell  for  more  than  twenty  years'  purchase.  To  say, 
therefore,  that  a  term  of  100  years  was  worth  five  times  as  much 
as  a  term  of  twenty  years,  was  to  say  that  a  term  of  100  years 
was  worth  five  times  the  fee  simple ;  in   other   words,  that  a 

VOL.  II.  E 
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hnndred  was  five  times  infinity.  Those  who  reasoned  thns  were 
refuted  by  being  told  they  were  usurers ;  and  it  should  seem  that 
a  large  number  of  country  gentlemen  thought  the  refutation 
complete." 

12.  Law's  theory  w:as  to  calculate  the  value  of  the  fee 
simple  of  the  land  at  twenty  years'  purchase  and  to  coin  notes 
to  the  value  of  that  amount,  and  advance  them  to  the  owner 
of  the  land.  This  plan,  therefore,  had  a  limit,  however  absurd 
it  was.  It  was  bounded,  in  the  first  instance,  by  the  value  of  the 
land  expressed  in  silver  money,  but  Chamberlahi's.had  positively 
no  limit  at  all  to  carry  it  out  to  its  full  length ;  the  advance 
might  be  made  to  infinity;  consequently,  in  mathematical  language, 
we  should  say  that  Chamberlain  was  infijiitely  more  mad  than 
Law. 

18.  Law  shewed  that  notes  issued  upon  Chamberlain's  plan 
would  immediately  fall  to  a  heavy  discount ;  but  yet  he  says,  that 
though  £500  of  these  notes  were  only  equal  to  £100  in  silver, 
yet  the  nation  would  have  the  same  advautage  by  that  £500  in 
notes,  as  if  an  addition  of  £100  had  been  made  to  the  silver 
money. 

"  So  far  as  fliese  bills  fell  und^r  tJie  value  of  silver  monmj^ 
so  far  would  exchange  with  other  countries  he  raised,  *  And  if 
goods  did  not  keep  their  price,  i,  e,,  if  they  did  not  sell  for  a 
greater  quantity  of  these  bills,  equal  to  the  difference  betwixt 
them  and  silver,  goods  exported  would  be  undervalued,  and  goods 
imported  would  be  overvalued. 

"The  landed  man  would  have  no  advantage  by  this  proposal, 
imless  he  owed  debt,  for,  though  he  received  £50  of  these  bills 
for  the  same  quantity  of  victuals,  he  was  in  use  to  receive  £10 
silver  money ;  yet  that  £50  would  only  be  equal  in  value  to  £10 
of  sUver,  and  purchase  only  the  same  quantity  of  home  or  foreign 
goods. 

**  The  landed  man  who  had  his  rent  paid  him  in  money,  would 

*  This  is  the  first  occasion  that  we  are  aware  of  on  which  the  great  principle,  that 
a  depreciation  of  the  paper  currency  would  produce  a  fall  in  the  foreign  ex- 
changes, which  was  so  ardently  contested  in  1811,  and  subsequent  years,  is 
asserted.  And  it  has  all  the  more  merit,  that  it  is  a  prediction  and  not 
an  oburvation. 


law's  theoey  of  paper  money,  243 

be  a  great  loser,  for,  by  as  much  as  these  bills  were  nnder  the 
value  of  silver,  he  would  receive  so  much  less  than  before. 

''  The  landed  man  who  owed  debt,  would  pay  his  debt  with  a 
less  value  than  was  contracted  for,  but  the  creditor  would  lose 
what  the  debtor  gained." 

Oh !  that  the  philosophers  of  1811  had  only  pondered  over  this 
extract  from  John  Law. 

14.  Law  then  shews  that — 

"  Notwithstanding  any  Act  of  Parliament  to  force  these  bills, 
they  would  fall  much  under  the  value  of  silver;  but  allowing 
that  they  were  at  first  equal  to  silver,  it  is  next  to  impossible  that 
two  different  species  of  money  shall  continue  equal  in  value  to  one 
another. 

"Everything  receives  a  value  from  its  use,  and  the  value  is 
rated  according  to  its  quality,  quantity,  and  demand.  Though 
goods  of  different  kinds  are  equal  in  value  now,  yet  they  will 
change  their  value  from  any  unequal  change  in  their  quality, 
quantity,  or  demand. 

**  And  as  he  leaves  it  to  the  choice  of  the  debtor  to  pay  in 
silver  money,  or  bills,  he  confines  the  value  of  the  bills  to  the 
value  of  silver  money,  but  cannot  confine  the  value  of  the 
silver  money  to  the  value  of  the  bills,  so  that  these  bills  must  fall 
in  value  as  silver  money  falls,  and  may  fall  lower,  may  rise  above 
the  value  of  these  bills,  but  these  bills  cannot  rise  above  the  value 
of  silver." 

15.  Law  succeeds,  with  great  skill  and  acumen,  in  exposing 
the  wild  insanity  of  Chamberlain's  plan,  and  truly  predicts  the 
results  which  would  follow  from  it,  or  at  least  some  of  them, 
for  there  are  many  important  ones  he  has  omitted.  The  exact 
consequences  which  he  predicted  were  manifested  in  Ireland 
and  England  a  century  later ;  and  the  sentences  we  have  quoted, 
if  we  did  not  know  their  origin,  might  have  been  supposed  to 
have  been  written  to  rebuke  the  folly  of  the  Directors  of  the 
Banks  of  Ireland  and  England,  and  the  mercantile  witnesses  of 
1804  and  1810.  But  having  demolished  Chamberlain,  he  comes 
to  his  own  proposal,  which  he  says  is  "  to  make  money  of  land 
equal  to  its  value,  and  that  money  to  he  equal  in  valvs  to  silver 
money,  and  not  liable  to  fall  in  value  as  silver  money  falls.'* 

Q2 


244  THEORY   AND  PRACTICE   OF  BANKING. 

He  then  says — "Any  goods  that  have  the  qualities  necessary 

IN  MONEY,  MAY  BE  MADE  MONEY  EQUAL  TO  THEIR  VALUE.   FivC 

onnces  of  gold  is  equal  in  valne  to  £20,  and  may  be  made  money 
to  that  value  ;  an  acre  of  land,  rented  at  two  bolls  of  victual,  the 
victual  at  £8,  and  land  at  twenty  years'  purchase,  is  equal  to  £20, 
and  may  be  made  money  equal  to  that  value,  for  it  has  all  the 
qualities  necessary  in  money." 

16.  In  this  sentence  is  concentrated  the  whole  essence  of  that 
eternal  delusion,  so  specious  and  plausible,  and  so  fatal,  which 
we  designate  as  LAWISM.  It  is,  indeed,  nothing  but  the 
stupendous  fallacy  that  money  represents  commodities ,  and  that 
paper  currency  may  he  based  upon  commodities.  This  delusion 
is  deeply  prevalent  in  the  public  mind  at  the  present  day,  and 
probably  there  are  few  persons,  except  those  who  have  studied 
the  true  philosophical  principles  of  Political  Economy,  whose 
views  are  not  deeply  tainted  with  this  infection.  No  man  who 
does  not  thoroughly  understand  the  great  fundamental  doctrine 
established  by  Turgot  and  others,  that  money  does  not  represent 
commodities,  can  ever  have  sound  ideas  on  this  subject.    Money 

DOES  NOT  represent  COMMODITIES  AT  ALL,  BUT  ONLY  DEBT,  OR 
SERVICES  DUE,  WHICH  HAVE  NOT  YET  RECEIVED  THEIR  EQUIVAL- 
ENT IN  COMMODITIES.  Now,  the  views  of  Law  are  much  more 
extensively  prevalent  than  is  generally  supposed.  All  those  who 
think  that  there  is  any  necessary  connection  between  the  quantity 
of  money  in  a  country  and  the  quantity  of  commodities  in  it  are 
influenced  by  them.  Take  the  case  of  a  private  individual.  Is 
there  any  necessary  relation  between  the  quantity  of  money 
he  retains,  and  the  quantity  of  commodities  he  purchases"?  The 
quantity  of  money  he  has,  is  just  the  quantity  of  debt — of 
services  due  to  him — which  he  has  not  yet  parted  with  for  some- 
thing else.  It  is  the  quantity  of  power  of  purchasing  com- 
modities he  has  over  and  above  what  he  has  already  expended. 
And  the  quantity  of  money  a  nation  possesses  is  simply  the 
quantity  of  accumulated  industry  it  possesses  over  and  above 
all  commodities,  but  they  have  no  relation  whatever  to  each 
other.  Now,  money  does  not  represent  commodities,  but  it 
represents  that  portion  of  a  man's  industry  which  is  preserved 
for  future  use.  Whatever  a  man  earns  is  the  fruit  of  his  industry, 
money  included;   and   none  of  these  separate  items  represents 
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anything  else,  thongh  it  may  be  exchanged  for  other  things. 
Now,  the  value  of  money  depends  upon  its  relations  to  what 
It  represents,  namely,  debt,  and  not  to  commodities.  If  money, 
or  currency,  increases  faster  than  debt,  or  services  due,  it 
immediately  causes  a  diminution  of  its  value.  If  debt  increases 
DEkster  than  money  or  currency,  then  the  value  of  money  is 
raised.  The  infallible  consequence,  therefore,  of  an  increase 
of  currency,  without  a  corresponding  increase  of  debt,  is  to 
change  the  existing  proportion  between  debt  and  currency,  and  to 
cause  a  depreciation  of  the  latter  commensurate  to  the  changed 
proportion.  The  necessary  and  inevitable  consequence,  then, 
of  issuing  vast  quantities  of  paper  currency  on  the  assumed  value 
of  property,  is  simply  to  cause  a  total  subversion  of  the  foundation 
of  all  value  and  of  aJl  property,  and  to  plunge  every  creditor  into 
irretrievable  ruin. 

17.  In  fact,  a  moment's  consideration  will  shew  that  the 
theory  of  basing  a  paper  currency  on  commodities,  involves  this 
palpai)le  contradiction  in  terms,  that  onb  can  buy  commodities 
AND  ALSO  HAVE  THE  MONEY  AS  WELL.  When  a  man  buys 
commodities  with  money,  he  gives  either  a  portion  of  his  own 
industry  represented  by  that  money,  or  a  portion  of  some  one 
else's  industry  who  gave  him  the  money.  But  it  is  quite  clear 
that  he  cannot  buy  the  commodities  and  keep  his  money  as  well. 
It  is  exactly  the  same  with  a  nation.  A  nation  cannot  buy 
commodities  and  have  the  money  it  bought  them  with  as  well 
which  is  the  principle  necessarily  involved  in  issuing  paper  cur- 
rency as  the  representative  of  commodities.  But  the  money  of 
the  nation  is  the  mode  and  form  in  which  the  accumulation  of 
industry  which  has  not  yet  been  spent  in  commodities  is  pre- 
served ;  and  if  a  nation  wants  other  commodities  besides  what 
it  has  got,  it  must  pay  for  them  either  with  money,  or  with  the 
goods  it  has  already.  The  idea  of  basing  paper  currency  upon 
commodities  is  just  as  wild  and  absurd  as  if  England  were  to 
sell  her  cotton  goods  to  America  for  coin,  and  then  demand  back 
her  cotton  goods.  The  only  result  of  such  an  attempt  carried 
out  into  practice  must  be  the  most  tremendous  convulsions,  and 
destruction  of  credit  and  all  monetary  contracts. 

18.    Law,  as  we  have  seen,  immediately  saw  through  it,  and 
exposed    the    ridiculous  absurdity    of   Chamberlain's   proposal. 
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His  owD  was  that  the  value  of  all  the  land  in  Scotland  shooU 
be  estimated  at  20  years'  purchase,  and  that  a  parliamentaiy 
commission  should  be  appointed  with  power  to  issue  an  incon- 
vertible paper  currency  to  that  amount.  He  says — "  The  paper 
money  proposed  will  be  equal  in  value  to  silver,  for  it  will  have  a 
value  in  land  pledged  equal  to  the  same  sum  of  silver  money 
that  it  is  given  out  for.  .  .  .  This  paper  money  will  not  fidi 
in  value,  as  silver  money  has  fallen  or  may  fall." 

19.  We  must,  therefore,  be  careful  to  be  just  to  Law.  He 
was  no  advocate  of  an  unlimited  inconvertible  paper  correncj. 
Quite  the  reverse.  But  seeing  that  a  convertible  paper  correnqr 
could  only  be  based  upon  bullion  to  a  certain  limited  extend 
preserving  its  equality  in  value  with  bullion,  his  idea  was  to 
base  a  paper  currency  upon  some  other  article  of  value.  And 
he  thought  that  it  might  preserve  its  equality  in  value  to  silver 
on  an  independent  basis.  His  idea  was,  that  it  is  only  neces- 
sary to  have  it  represent  some  article  of  value.  But  this  attempt 
was  contrary  to  the  nature  of  things.  His  paper  currency, 
though  avowedly  based  upon  things  of  value,  had  exactly  the 
same  practical  effects  as  if  it  had  been  based  upon  silver.  It 
became  redundant,  and  swamped  everything.  And  the  reason  Is 
plain.  It  was  a  violation  of  that  fundamental  principle  we  have 
obtained — "  W/iere  Uierc  is  no  debt  there  can  he  7io  currency ^  And 
the  fresh  quantities  of  currency  issued  on  such  a  principle  only 
represent  the  previously  existing  amount  of  debt,  and  then  suffer  a 
necessary  diminution  in  value.  The  necessary  and  inevitable  con- 
sequence, then,  of  issuing  vast  quantities  of  paper  currency  on  the 
assumed  value  of  property,  is  simply  to  cause  a  total  subversion  of 
the  foundation  of  all  value,  and  of  all  property,  and  to  plunge 
every  creditor  into  irretrievable  ruin. 

20.  To  give  a  full  account  of  Law's  banking  career  in  France, 
would  far  exceed  our  limits,  and  to  give  an  imperfect  one  would 
be  of  no  use.  We  must,  therefore,  content  ourselves  with  re- 
ferring those  of  our  readers  who  want  information  on  the  subject 
to  our  Dictionary  of  Political  Ecoaomyy  Art.  Banking  in  Frame, 
where  a  full  account  of  Law's  scheme  is  given.  It  may  be  suffi- 
cient to  say  that  his  career,  like  his  writings,  is  divided  into 
two  distinct  portions.      His  writings  are  on  Banking  and  PAPfiR 
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Credit,  and  his  scheme  for  Paper  Money,  which  are  quite  dis- 
tinct from  each  other.  Nothing  can  be  sounder,  or  more  judi- 
cious than  the  first.  He  clearly  saw  that  paper  credit  must  be 
limited  by  specie — ^his  scheme  was  to  create  a  Paper  Money, 
beyond  the  limits  of  Paper  Credit  based  on  specie,  which  he  ex- 
pected would  maintain  an  equality  of  value  with  specie.  Multi- 
tudes of  people  have  thought  the  same,  and  multitudes  of  people 
believe  in  it  to  the  present  hour.  In  1705  the  Parliament  of 
Scotland  fortunately  turned  a  deaf  ear  to  Law's  specious  proposal 
of  creating  Paper  Money  based  upon  land.  In  1855  the  repre- 
sentatives of  commerce  in  the  same  city  which  had  rejected  Law's 
plan  150  years  before  memorialised  the  Government,  and  "do  most 
emphatically  object  to  the  plan  of  restricting  the  security  (upon 
which  the  paper  currency  is  based)  to  the  possession  of  gold  alone," 
which  is  simply  Lawism, 

Nothing  could  be  more  extraordinary  than  the  restoration  of 
prosperity  caused  by  the  foundation  of  Law's  Bank  in  1716.  It 
is  probably  one  of  the  most  marvellous  transitions  from  the 
depths  of  misery  to  the  height  of  prosperity  in  so  short  a  space 
of  time  in  the  annals  of  any  nation.  And,  if  Law  had  confined 
himself  to  that  he  would  have  been  one  of  the  greatest  benefactors 
any  nation  ever  had.  It  was  only  when  after  three  years,  he  had 
attained  the  very  pinnacle  of  success,  that  he  determined  to  carry 
out  his  scheme  of  Paper  Money,  which  was  the  famous  Missis- 
sippi scheme. 

The  next  example  of  Lawism  was  the  Ayr  Bank.  The  pro- 
prietors of  this  Bank  were  enormously  wealthy,  and,  because  they 
were  so,  they  thonght  that  their  known  wealth  would  sustain  the 
credit  of  any  amount  of  paper  issues.  But,  alas !  their  experience 
too  folly  and  fatally  verified  the  sagacity  of  the  directors  of  the 
Bank  of  Scotland,  who,  in  1727,  in  answer  to  proposal  for 
enlarging  their  credit,  said — **  For  the  quota  of  credit  in  a  banking 
company  must  be  proportionate  to  the  stock  of  specie  in  the  nation^ 
learned  and  understood  by  long  experience,  and  not  extended  to 
a  capital  stock  subscribed  for,  which  cannot  in  the  least  help  to 
support  the  company's  credit,  if  the  specie  of  the  nation  decay." 
This  doctrine  contains  the  refutation  of  many  wild  schemes,  and 
the  true  plan  of  regulating  a  paper  currency,  is  simply  to  discover 
how  a  certain  proportion  shall  be  maintained  between  specie  and 
credit. 
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21.  The  third  great  outburst  of  Lawism  took  place  in  the 
same  country  that  witnessed  his  first  exploits.  In  preparation  for 
ity  Law's  ''Money  and  Trade  Considered"  was  translated  into 
French  in  1789,  as  if  aU  the  memory  of  the  great  catastrophe 
sixty-nine  years  before  had  perished.  The  National  Assembly 
had  confiscated  the  property  of  the  Church,  but,  instead  of 
yielding  a  revenue,  it  cost  the  nation  £2,000,000  a  year  more 
than  it  produced,  and  in  a  few  years  augmented  the  public  debt 
by  £7,000,000.  The  property  seized  was  valued  at  £80,000,000. 
llie  expense  of  management  required  that  it  should  be  sold,  but 
no  purchasers  could  be  found ;  for  all  persons  in  that  terrible 
political  earthquake  wished  to  have  their  property  in  as  portable 
a  shape  as  possible,  and  few  were  willing  to  trust  to  a  revolutionary 
title.  In  this  dilemma,  the  municipalities  agreed  to  purchase  a 
considerable  portion  of  it,  in  the  first  instance,  and  resell  it  in 
smaller  portions  to  individuals.  But,  as  there  was  not  specie 
enough  to  complete  the  sale,  they  issued  their  promissory  notes 
to  the  public  creditor,  to  pass  current  until  the  time  of  payment 
came;  but,  when  they  became  due,  the  municipalities  had  no 
means  of  discharging  them.  To  meet  them,  the  Assembly,  in  the 
spring  of  1790,  authorised  the  issue  of  £16,000,000  of  assignats 
on  the  security  of  the  land.  In  September,  further  issues  to  the 
amount  of  £32,000,000  were  authorised.  The  additional  issues 
were  warmly  opposed  by  Talleyrand  and  other  leaders,  who 
predicted  their  depreciation;  but  Mirabeau  strongly  supported 
them,  denying  the  possibility  of  their  depreciation,  saying — 

"  It  is  vain  to  assimilate  assignats  secured  on  the  solid  basis  of 
these  domains  to  an  ordinary  paper  currency  possessing  a  forced 
circulation.  They  represent  real  property,  the  most  secure  of  all 
possessions,  the  land  on  which  we  tread.  Why  is  a  metallic 
circulation  solid  ?  Because  it  is  based  upon  subjects  of  real  and 
durable  value,  as  the  land,  which  is  directly  or  indirectly  the 
source  of  all  wealth.  Paper  money,  we  are  told,  will  become 
superabundant ;  it  will  drive  the  metallic  out  of  circulation.  Of 
what  paper  do  you  speak  ?  If  of  a  paper  without  a  solid  basis, 
undoubtedly;  if  of  one  based  on  the  firm  foundation  of  landed 
property,  never.  There  may  be  a  difference  in  the  value  of  a 
circulation  of  different  kinds ;  but  that  arises  as  frequently  from 
the  one  which  bears  the  higher  value  being  run  after,  as  from 
the  one  which  stands  the  lower  being  shunned — from  gold  being 
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in  demand — ^not  paper  at  a  discount.  There  cannot  be  a  greater 
'  error  than  the  terrors  so  generally  prevalent  as  to  the  over-issue 
of  assignats.  It  is  thus  alone  you  will  pay  your  debts,  pay  your 
troops,  advance  the  revolution.  £e-absorbed  progressively,  in 
the  purchase  of  the  national  domains,  this  paper  money  can 
never  become  redundant,  any  more  than  the  humidity  of  the 
atmosphere  can  become  excessive,  which  descends  in  riUs,  finda 
4iie  river,  and  is  at  length  lost  in  the  mighty  ocean." 

22.  Although  these  assignats  bore  4  per  cent,  interest,  they 
had  become  depreciated  in  June,  1790;  by  June,  1791,  they  had 
lost  one-third  of  their  value.  In  September,  1792,  further  issues 
were  decreed.  The  two  preceding  Assemblies  had  authorised 
assignats  to  the  amount  of  2,700,000,000  francs,  equal  to- 
£130,000,000,  to  be  fabricated,  of  which  only  200,000,000  francs 
remained  unspent.  On  the  11th  of  April,  1793,  the  Convention 
decreed  six  years'  imprisonment  in  chains  to  any  one  who  bought 
or  sold  assignats  for  any  sum  in  specie  different  to  their  nominal 
value,  or  made  any  difference  between  a  money  price  and  a  paper 
price  in  payment  of  goods.  Vain  effort !  In  June,  the  assignat 
had  fallen  to  one-third  of  its  value,  and  in  August  to  one-sixth. 
The  exchange  with  London  fell  exactly  in  a  corresponding  ratia 
with  the  depreciation  of  the  assignat  as  home.  In  June,  1791,  it 
fell  to  23  ;  in  January,  1792,  to  18  ;  in  March,  1793,  to  14  ;  in 
June,  1793,  to  10 ;  on  the  2nd  of  August  it  was  as  low  as  4^ ;  on 
the  18th  of  October  it  had  risen  to  8  ;  but  after  that  it  ceased  to 
be  quoted  at  all.  Cambon,  the  Minister  of  Finance,  proposed  a 
further  immediate  issue  of  800,000,000  of  francs,  equivalent  to 
about  £33,000,000,  in  addition  to  the  quantity  abeady  issued. 
The  public  domains  he  calculated  at  £850,000,000.  Hence 
upon  the  Theory  of  Law  and  Mirabeau,  there  was  an  ample 
margin,  and  the  assignats  should  not  have  been  depreciated  below 
the  value  of  silver ;  and,  in  fact,  according  to  them,  it  was  im- 
possible they  should.  Wonderful  commentary  upon  the  wisdom 
of  the  philosophers,  who  maintain  that  if  a  paper  currency  only 
represents  value,  it  cannot  be  depreciated  ! 

23.  We  must  refrain  from  detailing  the  terrible  misery  caused 
by  the  forcible  issue  of  assignats,  which  were  legal  tender  at 
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their  nominal  amoont,  the  destraction  of  debts,  the  famine  from 
the  scarcity  of  provisions,  the  laws  of  the  maximum,  the  penalty  ' 
of  death  enacted  against  all  who  should  keep  back  their  produce   . 
from  the  market.    All  specie  disappeared  from  the  country  and        ■ 
from  circulation ;  those  who  possessed  any,  not  deeming  it  secure       J 
from  revolutionary  violence,  exported  it  to  London,  Hamburg, 
Amsterdam,  and  Geneva.     But  many  persons  stoutly  maintained 
in  pamphlets,  that  it  was  not  the  paper  which  was  depreciated 
.  but  the  specie  which  had  risen. 

24.  The  intolerable  misery  caused  by  this  state  of  things 
induced  the  Government  which  succeeded  the  Reign  of  Terror 
to  make  an  attempt  to  withdraw  a  portion  of  the  assignats  from 
circulation,  by  demonetizing  them,  that  is,  depriving  them  of 
their  quality  of  money,  and  forcing  their  holders  to  receive 
payment  in  land  for  them.  But  when  a  man  wanted  to  buy  food 
to  eat,  what  was  the  use  of  giving  him  land  ?  The  report  that 
a  portion  of  the  assignats  were  going  to  be  demonetized  sent 
down  their  value  still  lower,  and  a  decree  against  it  was  obliged 
to  be  passed  to  appease  their  holders.  All  sorts  of  plans  were 
devised  to  withdraw  them  from  circulation  ;  lotteries,  tontines,  a 
land  bank,  where  they  were  to  be  lodged  and  bear  3  per  cent, 
interest.  But  the  constant  issue  of  them,  required  for  the  neces- 
sary payments  of  the  State,  rendered  all  such  attempts  useless. 

25.  In  January,  1796,  the  assignats  in  circulation  amounted 
to  forty-five  milliards,  or  about  £2,000,000,000,  and  the  paper 
money  had  fallen  to  one-thousandth  part  of  its  nominal  value. 
The  Government  then  determined  to  issue  territorial  mandates^ 
at  the  rate  of  30  assignats  to  one  mandate,  which  were  to  be 
exchangeable  directly  for  land,  at  the  will  of  the  holder,  on 
demand.  The  certainty  of  obtaining  land  for  them  made  them 
rise  for  a  short  time  to  80  per  cent,  of  their  nominal  value ;  but 
necessity  compelled  the  Government  to  issue  £100,000,000  of 
these  mandates  secured  upon  land,  supposed  to  be  of  that  value. 
This  prodigious  issue  sent  the  mandates  down  to  nearly  the  same 
discount  as  the  assignats  were,  and,  consequently,  as  one  mandate 
was  equal  to  30  assignats,  the  latter  had  fallen  to  nearly  the 
thirty-thousandth  part  of  their  nominal  value.  At  length  on  the 
16th  of  July,  1796,  the  whole  system  was  demolished  at  a  blow. 
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A  decree  was  published  that  every  one  might  transact  business 
in  the  money  he  chose,  and  that  the  mandates  should  only  be 
taken  at  their  current  value,  which  should  be  published  every 
day  at  the  Treasury.  Two  days  afterwards  it  was  decreed  that 
the  national  property  remaining  undisposed  of  should  be  sold 
for  mandates  at  their  current  value.  As  a  matter  of  course,  the 
public  creditors  received  payment  of  their  debts  in  the  same 
proportion, 

26.  No  sooner,  however,  wbjb  this  great  blow  struck  at  the 
paper  currency,  of  making  it  pass  at  its  current  value,  than 
specie  immediately  re-appeared  in  circulation.  Immense  hoards 
came  forth  from  their  hiding  places ;  goods  and  commodities 
of  all  sorts  being  very  cheap  from  the  anxiety  of  their  owners 
to  possess  money,  caused  immense  sums  to  be  imported  from 
foreign  countries.  The  exchanges  immediately  turned  in  favour 
of  France,  and  in  a  short  time  a  metallic  currency  was  permanently 
restored.  And  during  all  the  terrific  wars  of  Napoleon  the 
metallic  standard  was  always  maintained  at  its  fhll  value. 

27,  One  thing,  however,  we  cannot  help  noticing.  When 
describing  the  history  and  effects  of  the  assignats,  nothing  can 
be  more  clear  and  correct  than  the  narrative  of  Sir  Archibald 
Alison.  He  sees  clearly  that  a  difference  in  value  between  the 
assignat  and  specie  was  truly  a  discount,  or  fall  in  the  value  of 
paper.    Thus  he  says  ^ — 

"They  for  some  time  maintained  their  value  on  a  par  with 
the  metallic  currency.  By  degrees,  however,  the  increasing 
issue  of  paper  currency  produced  its  usual  effect  on  public  credit ; 
the  value  of  money  fell,  while  that  of  every  other  article  rose  in 
a  high  proportion,  and  at  length  the  excessive  inundation 
of  fictitious  currency  caused  a  universal  panic,  and  its  value 
rapidly  sank  to  a  merely  nominal  ratio.  Even  in  June,  1790, 
the  depreciation  had  become  so  considerable  as  to  excite  serious 
panic." 

Again,  speaking  of  1791,  p.  805 — 

"  Public  and  private  credit  had  alike  perished  amidst  the 
general  convulsions.  Specie  had  disappeared  from  circulation. 
The  assignat  heA  fallen  to  a  third  of  its  value — [This  is  not  quite 

»  History  of  Europcy  Vol,  II,,  p.  219,  lik  EdU. 
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correct  At  this  time  the  asdgnat  had  lost  one-third  of  its 
value,  not  fallen  to  one-third  of  it.] — and  occasioned  such  an 
amount  of  ruin  to  private  fortunes,  that  numbers  already  wished 
for  a  return  to  the  ancient  regime. 

"  While  the  unlimited  issues  of  assignats,  at  whatever  rate  of 
discount  iJiey  might  pass,  amply  provided  for  all  the  present  and 
probable  wants  of  the  Treasury. 

"The  vast  and  increasing  expenditure  of  the  Republic  could 
only,  amidst  the  total  failure  of  the  taxes,  be  supplied  by  the 
issue  of  assignats;  and  this,  of  course,  by  rendering  paper 
money  redundant,  lowered  its  value  in  exchange  with  other 
conmiodities,  and  occasioned  a  constant  and  even  frightful  rise  of 
prices. 

"  All  the  persons  employed  by  Government,  both  in  the  civil 
and  military  departments,  were  paid  in  the  paper  currency  at 
par ;  but  as  it  rapidly  fell,  from  Uie  enormous  quantity  in  circu- 
lation, to  a  tenth-part,  and  soon  a  twentieth  of  its  real  value,  the 
pay  received  was  merely  nominal,  and  those  in  receipt  of  the 
largest  apparent  incomes,  were  in  want  of  the  common  necessaries 
of  life.  Pichegru,  at  the  head  of  the  army  of  the  North,  with 
a  nominal  pay  of  4,000  francs  a  month,  was  in  the  actual  receipt, 
on  the  Rhine  in  1795,  of  only  two  hundred  francs,  or  £8  sterling 
of  gold  and  silver. 

"The  funds  on  which  the  enormous  paper  circulation  was 
based  embracing  all  the  confiscated  property  in  the  kingdom 
in  land,  houses,  and  moveables,  were  estimated  at  fifteen  milliards 
of  francs,  above  £600,000,000  sterling;  but,  in  the  distracted 
state  of  the  country,  few  purchasers  could  be  found  for  such 
immense  national  domains;  and,  therefore,  the  security  for  all 
practical  purposes  was  merely  nominal.  The  consequence  was 
that  the  assignat  fell  to  one-twelfth  of  its  real  value ;  in  other 
words,  an  assignat  for  24  francs  was  worth  only  two  francs; 
that  is,  a  note  for  a  pound  was  worth  only  Is.  8d. 

"  Foreign  commerce  having  begun  to  revive  with  the  cessation 
of  the  Reign  of  Terror,  sales  being  no  longer  forced,  the  assignat 
was  brought  into  comparison  with  the  currency  of  other  Gaun- 
tries, and  its  enormous  inferiority  precipitated  still  further  its 
faU. 

"  By  no  possible  measure  of  finance  could  paper  money,  worth 
nothing  in  foreign    states,  from  a  distrust  of  its  security,  and 
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redundant  at  Jiamefrom  excessive  issm,  be  maintained  at  anything 
like  an  equality  with  gold  and  silver.  The  mandates  were, 
in  truth,  a  reduction  of  assignats  to  a  thirtieth  part  of  their  value; 
but,  to  be  on  a  par  with  the  precious  metals,  they  should  have 
been  issued  at  one-thousandth  part,  being  the  rate  of  discount  to 
which  the  original  paper  had  now  fallen. 

''The  excessive  fall  of  the  paper  at  length  made  all  classes 
perceive  that  it  was  in  vain  to  pursue  the  chimera  of  upholding 
its  value.  On  the  16th  July,  1796,  the  measures,  amounting  to 
an  open  confession  of  a  bankruptcy  which  had  long  existed,  were 
adopted." 

28.  We  have  quoted  these  passages  for  the  purpose  of  shewing 
how  completely  Sir  Archibald  Alison,  when  he  is  speaking 
of  the  paper  currency  in  France,  acknowledges  the  great  principle 
that  the  value  of  the  paper  currency  is  only  to  be  estimated 
at  the  value  it  will  purchase  in  specie,  that  the  measure  of  that 
difference  between  the  real  and  the  nominal  value  is  its  depre- 
ciation, and  that  a  payment  in  coin  at  the  current  value  of  the 
paper  currency  is  a  National  Bankruptcy.  Yet,  such  is  the 
amazing  inconsistency  of  this  writer,  that  when  he  comes  to 
speak  of  the  paper  currency  of  England,  which  exhibited  exactly 
the  same  phenomena,  only  on  a  smaller  scale,  he  resolutely  denies 
that  it  was  depreciated.  When  the  French  assignat  had  lost 
one-third  of  its  value  compared  to  specie,  in  1791,  he  acknow- 
ledges that  it  was  depreciated ;  when  the  Bank  of  England  note 
in  1811  had  lost  one-fourth  of  ite  value  compared  to  specie,  it 
was  not  the  note  which  had  fallen,  but  gold  which  had  risen ! ! 
When  assignats  were  made  legal  tender  in  France  at  their 
nominal  value,  specie  disappeared  from  circulation.  When 
Bank  of  England  notes  were  substantially  legal  tender  in 
England,  and  had  lost  a  quarter  of  their  nominal  value,  specie 
disappeared  from  circulation.  Sfr  Archibald  Alison  estimates 
the  depreciation  of  the  assignat  by  the  difference  between  the 
current  and  the  nominal  value  of  the  assignat ;  but  when  the 
Bullion  Committee  estimated  the  depreciation  of  the  Bank  note 
by  the  difference  between  its  nominal  and  its  current,  or  market 
value,  he  reads  a  homily  to  them  upon  their  ignorance  and  folly, 
talks  of  the  ^'general  delusion  which  so  long  had  prevailed  upon 
the  subject,  when  it  is  recollected  not  only  that  the  true  principles 
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of  this  apparently  difficnlt,  but  really  simple,  branch  of  national 
economy,  which  are  now  generally  admitted,  were  at  the  time 
most  ably  expounded  by  many  men  both  in  and  out  of  Parliament, 
but  that,  in  the  examination  of  some  of  the  leading  merchants 
of  London  before  the  Parliamentary  Committee  on  the  subject, 
the  truth  was  told  with  a  force  and  precision,  which  it  now 
appears  surprising  any  one  could  resist."  This  truth,  which 
was  told  with  such  irresistible  force  and  precision,  was,  that 
twenty-seven  was  equal  to  twenty-one !  He  then  acknowledges 
that  it  was  a  national  bankruptcy  of  the  French  Government 
to  pay  its  notes  with  a  less  amount  of  specie  than  their  nominal 
value ;  but  nothing  can  exceed  the  bitterness  of  his  invective 
against  the  Currency  Act  of  1819,  which  provided  that  the 
Bank  of  England  should  pay  its  notes  at  their  fidl  nominal 
value  in  specie.  Just  as  if  it  was  less  a  bankruptcy  to  pay  15& 
in  the  pound  than  to  pay  Is.  in  the  pound.  He  sees  clearly  that 
in  France  the  paper  currency  is  to  be  estimated  by  the  value  of 
gold  ;  but  in  England  he  maintains  that  gold  is  to  be  estimated 
by  the  value  of  the  paper  currency ! !  Just  as  if  the  eternal 
truths  of  science  are  different  on  different  sides  of  the  Channel : 
or  that  they  are  reversed  according  to  the  language  they  are 
expressed  in ! 

29.  Sir  Archibald  Alison's  doctrines,  when  he  speaks  of 
English  and  the  French  inconvertible  paper  currency,  are  clearly 
inconsistent.  He  fully  allows  that  any  difference  between  the 
nominal  and  the  current  value  of  the  assignat  was  a  depreciation 
of  the  assignat.  He  never  dreams  of  saying  that  the  paper 
assignat  was  the  standard,  and  that  the  cain  had  risen  in  value. 
But  when  he  discusses  the  question  of — What  is  a  pound  ?  he 
says — "  In  truth,  a  pound  is  an  abstract  measure  of  value  just  as 
a  foot  or  a  yard  of  length,  and  different  things  have  at  different 
periods  been  taken  to  denole  that  measure,  according  as  the 
conveniency  of  men  suggested.  It  was  originally  a  pound 
weight  of  silver,  and  that  metal  was,  till  the  present  century, 
the  standard  in  England,  as  it  still  is  in  most  other  countries. 
When  gold  was  made  the  standard,  by  the  Bank  being  compelled 
by  the  Act  of  1819  to  pay  in  that  metal,  the  old  word  denoting 
its  original  signification  of  the  less  valuable  metal  was  still 
retained.     During  the  war,  when  the  metallic  currency  dis- 
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appeared,  the  pound  was  a  Bank  of  England  ponnd  note — 
the  standard  was  the  paper — ^for  gold  was  worth  28s.  the  ponnd, 
from  the  demand  for  it  on  the  Continent."  It  is  scaroely  neces- 
sary to  point  out  the  ridicnlons  absurdity  of  this  passage.  The 
pound  an  abstract  thing  indeed!  Our  ancestors  had  very  few 
abstract  ideas  at  all,  and  certainly  an  abstract  idea  of  a  pound 
was  not  one  of  them.  They  meant  nothing  abstract,  but,  on  the 
contrary,  a  very  substantial  pound  weight  of  silver  bullion,  and 
nothing  else.  To  say  that  a  paper  pound  was  the  standard 
during  the  war,  is  a  misconception  of  the  fact.  Instead  of  a 
"  promise  to  pay "  on  demand,  the  Bank  note  during  the  war 
was  a  "  promise  to  pay  specie  six  months  after  peace."  It  is  not 
true  that  gold  during  the  war  was  worth  28s.  paid  in  silver 
money y  but  only  in  depreciated  bank  notes.  But  Sir  Archibald 
Alison  admits  that  an  excessive  issue  of  paper  would  have 
depreciated  the  Bank  note,  but  he,  of  course,  denies  iJiat  the 
issues  were  excessive.  Now,  as  a  depreciation  from  an  excessive 
issue  could  only  be  manifested  by  a  continuous  rise  of  gold  above 
288.  the  pound,  it  would  be  difficult  to  understand  where  the 
turning  point  would  be  at  which  the  depreciation  would  com- 
mence. At  what  figure  should  we  have  to  reverse  our  expression 
— at  what  figure  are  we  to  say  that  gold  has  ceased  to  rise,  and 
paper  begun  to  fall  ? 

80.  Such  is  a  plain  statement,  founded  upon  incontrovertible 
&ct8,  of  the  results  of  the  greatest  experiment  the  world  ever 
saw  of  issuing  a  paper  currency  secured  upon  commodities  or 
property — the  most  complete  example  of  Lawism.  When  the 
issues  of  assignats  were  at  their  height,  they  were  certainly  not 
anything  equal  to  the  value  of  the  fee-simple  of  France  expressed 
in  silver  money.  And,  according  to  the  predictions  of  Law  and 
Mirabeau,  it  was  a  matter  of  impossibility  that  they  should  ever 
become  depreciated,  and  what  wa«  the  result?  Even  though 
the  experiment  was  not  carried  out  to  its  ftillest  extent,  the 
value  of  the  paper  assignat  sank  to  one  dO,OOOth  part  of  its  value 
in  silver  I  There  were  2,400  millions  of  promises  of  mandates 
issued  against  property  valued  at  8,785  millions,  and  yet,  in 
July,  1796,  the  note  for  100  livres  was  only  5  centimes  I  Such 
was  the  inevitable  consequence  of  basing  a  paper  currency  upon 
property  or  securities,  and  such  it  must  fever  be,  because,  if  such 


256     THEORY  AND  PRACTICE  OF  BANKHIG. 

iflmes  are  onoe  b^nn,  there  is  no  legitimate  ocmcltMon  whatever, 
until  all  the  property  in  the  country  is  coined  into  notes.  Pa» 
the  legitimate  limits  of  a  circulating  medium  by  one  hair's 
tareadth^  and  there  is  no  logical  conclusion  but  in  the  French 
assignats. 

81.  The  next  example  we  shall  cite  is  the  Bank  of  Norway, 
which  was  founded  on  the  14th  June,  1816,  with  its  head  office 
at  Drontheim,  and  branches  in  the  proyincial  towns.^  Its  capital 
was  originally  raised  by  a  forced  loan  or  tax  upon  all  landed 
property,  and  the  landholders  became  shareholders  accordii^  to 
the  amounts  of  their  respective  payments.  This  Bank  was 
especiaUy  for  the  purpose  of  forwarding  agricultural  improve- 
ments, and  only  discounted  mercantile  bills  and  personal 
securities,  as  a  secondary  part  of  its  business.  Its  principal 
business  consisted  in  advancing  its  own  notes,  upon  first  securities 
over  land,  to  any  amount  not  exceeding  two-thirds  of  the 
value  of  the  property  according  to  a  general  valuation  taken  in 
the  year  1812.  The  borrower  paid  half-yearly  to  the  Bank  the 
interest  of  the  sum  that  may  be  at  his  debit,  at  the  rate  of  4 
per  cent,  per  annum,  and  is  bound  also  to  pay  off  5  per  cent, 
yearly  of  the  principal,  which  is  thus  liquidated  in  twenty  years. 
Mr.  Laing  bestows  great  commendation  upon  this  institution,  and 
describes  it  as  well-imagined  and  well-managed,  and  there  cannot 
be  a  better  example  to  test  the  truth  of  Law's  principle.  We 
must  bear  in  mind  that  Law  expressly  declares  that  on  his  princi- 
ple his  paper  currency  would  not  fall  below  the  value  of  silver. 
Now,  let  us  mark  what  took  place  with  regard  to  the  Bank  of 
Norway,  which  was  founded  purely  on  his  principles.  By  the 
fundamental  law  of  this  Bank,  it  should,  after  a  certain  time, 
have  begun  to  pay  its  notes  in  specie,  but  in  1822  they  could  only 
be  exchanged  at  Hamburg  for  silver  at  the  rate  of  187^  dollars 
in  paper  for  100  dollars  in  silver  ! !  That  is,  in  6  years  the  notes 
had  fallen  to  about  45  per  cent,  discount !  Was  there  ever  a 
more  striking  or  conclusive  example  of  the  entire  fallacy  of  Law's 
predictions  than  this  Bank  ?  In  1822  the  Storthing  passed  a  law 
that  the  Bank  should  only  be  compelled  to  give  100  silver  dollars 
for  every  190  paper  dollars,  but  that  the  directors  might  at  their 
own  discretion  reduce  the  rate  to  175,  without  a  new  law.     In 

*  Laing' t  Norway ,  p.  184.     TraveUers'  Library. 
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1824  the  value  at  Hamburg  rose  to  145 ;  in  1827  it  rose  to  125 ; 
and  in  1835,  when  Mr.  Laing  wrote,  it  stood  at  112,  which  could 
only  have  been  done  by  a  contraction  of  its  issues.  Now,  it  is 
quite  evident  that  if  the  Bank  had  been  called  upon  to  pay  its 
notes  at  par  at  any  moment,  it  would  infallibly  have  been  ruined. 
This  happened  in  Paris  in  1803,  when  the  Land  Bank  stopped 
payment,  and  J.  B.  Say  observes  that  all  Banks  founded  upon  this 
principle  have  uniformly  failed. 

32.  The  last  example  we  shall  cite  is  the  case  of  America. 
That  country  was  unhappily  deeply  bitten  with  the  currency 
mania  of  basing  issues  of  paper  on  "securities."  In  most  of  the 
States  the  Legislature  passed  Acts  permitting  any  individual,  or 
any  banking  associations,  to  issue  notes  to  any  amount,  upon 
depositing  with  a  "  public  comptroller,"  securities  of  equivalent 
value.  These  "  securities  "  might  be  public  stock,  or  mortgages 
upon  improved,  productive,  and  unencumbered  lands.^  Now,  as 
these  "securities"  remained  the  property  of  the  vendors,  and 
they  might  appropriate  the  revenues  from  them,  as  long  as  pay- 
ment of  the  notes  was  not  demanded  from  the  comptroller, 
people  saw  that  they  might  derive  a  profit  from  the  security  as 
well  as  from  the  currency  which  represented  its  value.  There 
was,  accordingly,  a  prodigious  rush  to  deposit  securities — an 
enormous  issue  of  paper,  during  the  years  1834-5-6.  The  prices 
of  everything  rose  immensely.  The  people  of  the  Western  States, 
with  their  "  pockets  full  of  paper  currency,  gave  very  large  orders 
for  goods  to  the  merchants  of  New  York,  Boston,  and  Phila- 
delphia, who  duly  executed  them.  The  bills  given  for  the 
purchases  were  payable  in  these  eastern  cities;  and,  when  the 
westerd  debtors  went  to  their  own  bankers  for  bills  of  exchange 
on  these  places,  in  return  for  their  own  local  currency,  the 
bankers  discovered  that  their  home  customers  had  bought  more 
from  the  eastern  cities  than  they  had  sold ;  that  they  had  already 
drawn  on  the  east  for  every  dollar  which  the  east  was  indebted 
to  them,  and  could  draw  no  more.  The  western  merchants  then 
sent  their  own  currency  notes  to  the  eastern  cities  in  payment, 
but,  unfortunately  for  them,  the  merchants  there  had  already 
paid  all  they  owed  to  the  west,   and  nobody  in  New  York  or 

*  A  very  graphic  account  of  the  currency  vagaries  of  the  United  States  is  given  in 
two  articles  of  the  Scotsman^  Nov.  21  and  24,  1855.  See  also  The  Progress 
of  America^  by  John  Macgrcgor,  Esq.,  M.P.,  vol.  2,  p.  1768. 
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Philadelphia  wanted  western  notes  for  any  purpose  of  nse, 
and  nobody  was  disposed  to  travel  600  or  700  miles  to  request 
the  cashiers  of  the  Western  States  to  pay  their  notes,  or  in 
those  States  in  which  security  had  been  given,  to  require  the 
comptroller  to  sell  the  pledged  securities  and  pay  them  the 
money  produce.  Moreover,  every  one  knew  that  it  was  physically 
impossible  in  either  case  to  obtain  the  amount  in  money, 
for  there  was  no  currency  in  which  the  pledged  property  when 
sold  could  have  been  paid,  except  Bank  notes  resting  on  securi- 
ties, or  on  the  mere  promise  of  the  banker."  In  the  meantime, 
the  usual  effects  followed,  specie  disappeared  from  circulation. 
The  extended  paper  issues  led  the  Americans  to  order  immense 
quantities  of  goods  from  Europe,  and,  prices  being  very  high 
from  the  bloated  paper  currency,  they  could  send  no  goods  in 
return  to  pay  for  them.  For  some  time  they  sent  over  great 
quantities  of  their  stock,  but  this  became  superabundant,  and  at 
last  no  one  in  Europe  would  buy  it.  It  became  necessary  then 
for  them  to  pay  their  debts  in  specie ;  but  specie  there  was  none. 
In  1837  all  the  Banks  in  America,  without  exception,  stopped 
payment.  The  general  suspension  began  at  New  York  on  the 
11th  May,  and  spread  in  every  direction.  lu  May,  1838,  the  New 
York  banks  resumed  specie  payments  ;  which  were  followed  by 
all  the  New  England  banks  in  August,  1838.  This  wiis  followed  by 
the  banks  in  Philadelphia,  and  on  the  1st  January,  1839,  the  banks 
throughout  the  Union  professed  to  do  so.  No  sooner,  however, 
were  they  set  up  again  than  they  resumed  the  same  wild  opera- 
tions on  credit,  and  on  9th  October,  1839,  out  of  850  banks  in  the 
Union,  84:3  suspended  payment  entirely,  and  G2  partially.  On 
this  occasion  the  New  England  banks  were  honourably  distin- 
guished; they  had  gathered  wisdom;  and  out  of  198  banks  in  New 
York,  only  four  stopped;  whereas,  in  the  Southern  and  Western 
States,  about  two  out  of  three  stopped.  The  United  States  Bank, 
with  a  paid  up  capital  of  £7,000,000,  was  found  to  be  utterly 
insolvent ;  its  shares,  which  were  at  123  dollars  on  the  14th 
August,  1838,  were  at  3  dollars  in  January,  1842.  This  was  the 
fifth  grand  experiment  of  Lawism,  pure  and  unadulterated,  on 
the  most  magnificent  scale,  and  such  was  the  result ! 

33.     All  ideas,  therefore,  of  basing  a  paper  currency  upon  pro- 
perty, or  commodities,  are  essentially  erroneous,  and  can  have  no 
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other  possible  termination,  if  only  carried  out  to  their  legitimate 
consequences,  that  what  happened  in  France  in  1796,  and 
America  in  1887-9.  There  is  one  species  of  property,  however, 
which,  from  its  being  more  neariy  confounded  with  money  in 
the  public  ideas  than  any  other,  is  supposed  by  many  persons, 
who  would  repudiate  any  imputation  of  being  disciples  of  Law, 
to  be  a  sound  basis  for  a  paper  currency.  This  property  is  public 
stock.  A  very  prevalent  idea  is,  that  all  banks  of  issue  should 
give  security  by  purchasing  the  public  funds,  and  then  deposit 
the  stock  with  a  Government  oflBcer.  But  what  is  this  but 
the  wildest,  rankest,  and  most  odious  Lawism  ?  The  rule  that 
is  good  for  one  is  good  for  all.  If  the  public  funds  are  a 
proper  basis  for  £1,000  of  paper  currency,  they  must  of  neces- 
sity be  a  good  basis  to  their  whole  extent.  If  one  bank  or 
banker  is  allowed  to  issue  paper  on  the  security  of  stock, 
every  other  one  must  be  permitted  to  do  the  same,  until  the 
whole  funded  debt  of  Great  Britain  is  coined  into  paper  notes. 
If  £100  of  public  debt  is  coined  into  £100  of  notes,  we  must,  by 
an  irresistible  conclusion,  have  £800,000,000  of  public  debt 
coined  into  an  equal  quantity  of  notes.  The  principles  of  basing 
a  paper  currency  upon  land,  and  upon  the  public  funds,  are 
absolutely  identical,  and  equally  vicious.  To  permit  a  man  to 
»pend  liis  money  in  buying  part  of  the  public  debt,  and  to  have 
it  as  well,  in  the  form  of  notes,  is  as  rank  an  absurdity  as  to 
permit  him  to  spend  it  in  land,  and  also  have  it  as  notes. 
The  only  advantage  one  has  over  the  other  is,  that  the  funds  are 
more  easily  convertible  into  money  than  land  is.  The  same  is 
true  of  a  nation  as  an  individual — that  a  nation  can  spmid  its 
money  in  destroying  its  enemies  and  have  it  too  as  bank  notes, 
or  "  currency,"  is  a  wild  and  mischievous  delusion. 

34.  The  drift  of  these  remarks  is  evident.  The  whole  consti- 
tution of  the  Bank  of  England  is  fundamentally  vicious.  It  is  as 
complete  an  example  of  pure  Lawism  as  the  French  aasignats, 
or  the  American  banks.  It  gave  its  original  capital  to  Govern- 
ment, and  then  was  allowed  to  have  it  in  the  form  of  notes. 
The  first  public  debt  was  Bank  of  England  stock,  and  for  several 
of  the  early  additions  to  its  capital,  L  e.,  the  public  debt,  it  was 
allowed  to  issue  notes  to  the  exact  amount  of  its  capital,  and 
this  permission  still  continues.    Now,  if  this  system  had  been 
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Philadeli^ua  wanted  western  notes  for  any  purpose 
and  nobody  was  disposed  to  travel  600  or  700  miles  to 
the  cashierB  of  the  Western  States  to  pay  their  not 
ihose  States  in  which  secnrity  had  been  given,  to  req 
comptroller  to  sell  the  pledged  secorities  and  pay  tl 
money  prodnce.  Moreover^  ejerj  one  knew  that  it  was  p 
impossible  in  either  case  to  obtain  the  amount  in 
for  there  was  no  currency  in  which  the  pledged  propei 
sold  could  have  been  paid,  except  Bank  notes  resting  oi 
ties,  <»r  on  the  mere  promise  of  the  banker."  In  the  m 
the  usual  efEbcts  followed^  specie  disappeared  from  cir 
The  extended  paper  issues  led  the  Americans  to  order 
quantities  of  goods  from  Europe,  and,  prices  being  v< 
from  the  bloated  paper  currency,  they  could  scud  no 
return  to  pay  for  them.  For  some  time  they  scut  o\ 
quantities  of  their  stock,  but  this  became  superabundanl 
last  no  one  in  Europe  would  buy  it  It  became  neccss 
for  them  to  pay  their  debts  in  specie ;  but  specie  there  w 
In  1887  all  the  Banks  in  America,  without  exception, 
payment.  The  general  suspension  began  at  New  Yorl 
11th  May,  and  spread  in  every  direction.  In  May,  1838, 
York  banks  resumed  specie  pajmeuts ;  which  were  foil 
all  the  New  England  banks  in  August,  1838.  This  was  fol 
the  banks  in  Philadelphia,  and  ou  the  1st  January,  1839,  t 
throughout  the  Union  professed  to  do  so.  No  sooner,  i 
were  they  set  up  again  than  they  resumed  the  same  wil 
tions  on  credit,  and  on  9th  October,  1839,  out  of  850  ban 
Union,  848  suspended  payment  entirely,  and  G2  partia 
this  occasion  the  New  England  banks  were  honoiirabl 
guished;  they  had  gathered  wisdom;  and  out  of  198  bankl 
York,  only  four  stopped;  whereas,  in  the  Southern  and 
States,  about  two  out  of  three  stopped.  The  United  Stat 
with  a  paid  up  capital  of  £7,000,000,  was  found  to  b 
insolvent;  its  shares,  which  were  at  123  dollars  on 
August,  1888,  were  at  8  dollars  in  January,  1842.  Thia 
fifth  grand  experiment  of  Lawism,  pure  and  unadult€ 
the  most  magnificent  scale,  and  such  was  the  result ! 

33.    All  ideas,  therefore,  of  basing  a  paper  ciu-rency  i 
pcrty,  or  commodities,  are  essentially  erroneous,  and  caia 
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carried  ont  to  its  legitimate  conclusion,  the  National  Debt  and 
the  capital  of  the  Bank  of  England  wonld  have  been  the  same 
thing,  and  the  paper  notes  of  the  Bank  would  have  been  nearly 
£800,000,000.  When  it  was  founded  the  nation  thought  they 
might  spend  £1,200,000  in  destroying  the  French,  and  have 
them  too  as  Bank  notes.  But,  if  this  principle  had  been  carried 
out  much  further,  it  would  have  ended  in  fatal  and  universal 
ruin. 

85.  The  ftmdamental  principle  of  the  Bank  of  England  was, 
therefore,  as  erroneous  as  that  of  the  Mississippi  scheme,  the 
Ayr  Bank,  the  French  assignats,  or  American  banking ;  but  as, 
in  all  these  cajses,  the  mischief  is  not  developed  until  the  issues 
exceed  a  certain  limit,  the  radical  vice  of  the  Bank  of  England 
has  been  prevented  from  producing  its  inevitable  consequences 
by  rigidly  restraining  it  to  that  single  instance.  But,  then,  this 
vice  was  kept  down  by  a  most  unjustifiable  monopoly,  which  was 
the  chief  cause  of  those  tremendous  banking  catastrophes  which 
have  desolated  England,  and  which  has,  until  of  late  years, 
prevented  a  sound  banking  system  being  founded. 

On  iJie  Tlieory  of  basing  a  Paper  Currency  oyi  the  Discount 
of  Commercial  Bills, 

86.  We  tnist  that  the  preceding  remarks  are  absohitely  con- 
clusive as  to  the  fundamental  fallacy  of  Lawism  of  all  forms  and 
descriptions,  by  which  we  mean,  the  theory  of  basing  issues  of 
paper  on  property,  or  commodities,  whether  the  public  funds,  or 
land,  or  any  moveable  goods.  We  must  now  examine  a  much 
more  subtle  and  plausible  theory,  which  was  the  guiding  principle 
of  the  Bank  of  Ireland  and  the  Bank  of  England  during  the 
restriction,  and  which  was  adhered  to  by  a  large  majority  of  the 
commercial  world ;  nor  are  we  aware  of  any  refutation  of  it  on 
philosophical  grounds,  except  the  one  in  the  Bullion  Keport, 
which  we  shall  quote  and  comment  upon.  This  theory  was  first 
prominently  brought  forward  before  the  Committee  on  the  Irish 
Currency  in  1804,  and  we  have  quoted  it  elsewhere.  The 
Bullion  Committee  express  it  in  the  following  words — 

"  The  Bank  directors,  as  well  as  some  of  the  merchants  who 
have  been  examined,  shewed  a  great  anxiety  to  stiite  to  your 
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Committee  a  doctrine,  of  the  truth  of  which  they  professed 
themselves  to  be  most  thoroughly  convinced — that  there  can  be 
no  possible  excess  in  the  issue  of  Bank  of  England  paper^  so 
long  as  the  advances  in  which  it  is  issued  are  made  upon  the 
principles  which  at  present  guide  the  conduct  of  the  directors; 
that  is^  so  long  as  the  discounts  of  mercantile  bills  are  confined 
to  paper  of  undoubted  solidity,  arising  out  of  real  commercial 
transactions,  and  payable  at  short  and  fixed  periods." 

37.  The  germ  of  this  doctrine  is  to  be  found  in  Adam  Smith; 
who  says — "  When  a  bank  discounts  to  a  merchant  a  real  bill  of 
exchange,  drawn  by  a  real  creditor  upon  a  real  debtor,  and 
which,  as  soon  as  it  becomes  due,  is  really  paid  by  that  debtor, 
it  only  advances  to  him  a  part  of  the  value,  which  he  would 
otherwise  be  obliged  to  keep  by  him  unemployed,  and  in  ready 
money  for  answering  occasional  demands."  It  was  first  promi- 
nently brought  forward  as  a  practical  rule,  by  the  Irish  Bank 
directors  in  1804.  The  Committee  of  that  year  did  not  attempt 
to  deal  with  this  theory;  but  the  witnesses  examined  before  the 
Bullion  Committee  re-produced  it,  and  alleged  that  it  was  the 
principle  by  which  the  Bank  of  England  regulated  its  issues 
during  the  restriction.  The  directors  of  the  Bank  allowed  that, 
before  the  restriction,  they  were  compelled  to  regulate  their 
issues  by  a  drain  of  gold  on  them  for  exportation ;  when  that 
check  was  removed,  the  controlling  power  was  lost ;  and,  indeed, 
one  of  the  directors  stated  that,  in  his  opinion,  that  was  one 
great  merit  of  the  restriction ;  that  they  were  no  longer  obliged 
to  adhere  to  their  former  rules.  The  Bullion  Committee,  how- 
ever, decidedly  condemn  these  opinions.  They  say,  speaking  of 
the  consequences  of  the  Restriction  Act — 

**By  far  the  most  important  of  these  consequences  is,  that 
while  the  convertibility  into  specie  no  longer  exists,  as  a  check  to 
an  over-issue  of  paper,  the  Bank  directors  have  not  perceived 
that  the  removal  of  that  check  rendered  it  impossible  that  such 
an  excess  might  be  issued  by  the  discount  of  perfectly  good  hills. 
So  far  from  perceiving  this,  your  Committee  have  shewn  that 
they  maintain  the  contrary  doctrine  with  the  utmost  confidence  ; 
however  it  may  be  qualified  occasionally  by  some  of  their  ex- 
pressions. That  this  doctrine  is  a  very  fallacious  one,  your 
Committee  cannot  entertain  a  doubt.    The  fallacy  upon  which  it 
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many  small  debts  payable  to  bearer  on  demand,  while  the  notes 
are  convertible.  The  transaction  is  simply  an  exchange  of 
debts.  At  the  appointed  time  it  is  B's  duty  to  take  a  quantity  of 
currency  to  the  bank,  and  discharge  his  debt.  He  does  this, 
either  in  coin,  or  in  the  bank's  own  notes.  If  he  pays  his  own 
debt  by  the  bank's  notes,  it  is  simply  a  re-exchange  of  debts 
between  him  and  the  bank  ;  he  extinguishes  his  own  debt  to  the 
bank  at  the  same  time  an  equal  quantity  of  the  bank's  debt  is 
taken  out  of  circulation  and  extinguished ;  consequently,  the  pro- 
portion existing  previously  between  the  currency  and  the  quantity 
of  debt  it  represents,  remains  unaltered.  If  the  merchant 
discharges  his  debt  partly  in  coin  and  partly  in  bank  notes,  or 
wholly  in  coin,  the  same  result  follows;  the  notes  which 
remain  out  in  circulation  still  represent  the  same  amount  of 
capital.  But  let  us  suppose  that  the  acceptor  fails  to  meet 
his  engagement,  and  cannot  pay  his  debt.  Then  the  debt 
due  to  the  bank  is  lost  and  extinguished ;  but  the  debt  agamst 
the  bank  remains ;  and  the  bank,  whilst  the  notes  are  payable  to 
bearer  on  demand,  must  pay  this  debt  out  of  its  remaining 
capital.  Still,  however,  though  this  is  loss  of  capital  to  the 
bank,  as  the  notes  are  taken  out  of  circulation,  the  value  of  the 
notes  remaining  in  circulation  will  not  be  affected.  But  now  let 
us  suppose  the  notes  to  be  imonvertihU,  then,  as  before,  if  the 
acceptor  pays  the  debt,  the  notes  will  be  taken  out  of  circulation, 
and  extinguished  simultaneously  with  the  debt  which  they  pur- 
chased, and  the  value  of  those  remaining  in  circulation  will  not 
be  altered.  But  suppose  that  the  acceptor  fails,  and  cannot  pay 
his  debt,  then  that  debt  is  extinguished,  but  the  notes  which 
purchased  it  remain  in  circulation,  and  are  a  mere  addition  to 
the  circulating  medium  already  existing,  without  any  corres- 
ponding addition  to  the  debt  or  capital  which  it  represents.  It 
would  have  exactly  the  same  practical  effects  as  if  for  every  good 
bill  of  £1,000  the  bank  were  to  issue  an  excess  of  currency,  say 
£1,500  for  example,  and  when  the  bill  was  paid  only  £1,000 
would  be  taken  out  of  circulation,  and  the  remainder,  £500, 
would  remain  in  circulation.  This  residuum,  as  we  may  call  it, 
would  go  in  diminution  of  the  value  of  the  remainder,  exactly  in 
the  same  way  as  a  constant  incretise  to  the  gold  currency  would 
gradually  cause  a  diminution  in  its  value.  Every  such  operation, 
therefore,  alters  the   i)roiX)rtion  l^etween   the  currency  and  the 
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capita],  or  the  debt  it  represents;  and  though,  no  doubt,  a  few 
unsuccessful  operations  of  this  sort  would  not  have  any 
sensible  effect  in  changing  its  value,  yet  a  repeated  succession .  of 
them  must  necessarily  do  so  ultimately,  just  as  adding  a  drop  to 
water  in  a  bucket  may  not  perceptibly  increase  the  height  of 
the  water,  yet  a  continued  series  of  drops  will  at  length  cause 
the  water  to  overflow  the  bucket;  so  a  continued  series  of 
such  operations  under  an  inconvertible  paper  currency  must 
necessarily  result  in  a  serious  diminution  in  the  value  of  the 
whole. 

40.  But  it  may  happen,  that  even  though  the  merchant  pays 
his  debt,  and  no  loss  of  capital  ensues  to  the  bank,  yet  it  may  be 
a  loss  of  capital  to  him.  Thus,  when  he  bought  the  goods  on 
credit,  and  gave  his  acceptance  for  them,  which  was  purchased 
by  the  bank,  he  meant  to  employ  these  goods  as  capital,  that  is 
he  bought  them  merely  for  the  purpose  of  selling  them  again, 
with  a  profit.  If  he  succeeds  in  this  object,  and  sells  them  to 
advantage,  he  pays  his  acceptance  out  of  the  proceeds  realised 
by  the  goods,  and  his  capital  is  increased  more  or  less,  according 
to  the  greater  or  less  advantage  he  sells  them  at.  But  if  he  has 
made  a  miscalculation,  and  sells  the  goods  at  a  loss,  he  must  still 
make  good  his  debt  to  the  bank,  out  of  his  remaining  capital : 
and  such  a  transaction  is  a  loss  of  capital  to  him.  But  every 
loss  of  capital  to  an  individual  is  a  loss  of  capital  to  the  whole 
community.!  And  the  great  general  result  to  the  community  is 
absolutely  the  same,  whether  the  loss  of  capital  falls  upon  the 
individual  or  upon  the  bank.  The  capital  of  the  nation  is 
diminished,  but  the  currency  remains  the  same.  Consequently, 
every  unsuccessful  operation  in  trade  alters  the  proportion 
between  the  quantity  of  the  currency  and  the  quantity  of 
the  debt,  or  the  capital  it  represents;  and,  therefore,  every 
unsuccessful  operation  necessarily  tends  to  diminish  the  value 
of  the  whole  currency,  unless  some  means  can  be  devised 
by  which  a  quantity  of  currency  can  be  removed  from  cir- 
culation corresponding  to  the  loss  of  capital.  Now,  the 
diminution    in    the    value    of   the   currency    inevitably    shews 

I  J.  B.  Say  has  also  remarked  this — "Un  maavais  specalAtenr  est  ausai  fatal 
k  la  prosperitc  general  qu'un  disiipatear." — TrcUU  d*Econotnie  I\>litique, 
p.  145.    JiklU.  QuiUaunuH. 
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itself  in  process  of  time,  by  a  general  rise  in  prices.  It  may 
do  so  gradually  and  imperceptibly  at  first — ^in  the  hourly 
variations  of  prices,  it  may  not,  perhaps,  be  perceived  at  first ; 
just  afl  when  the  waves  are  breaking  upon  the  shore,  it  is  impos- 
sible to  tell  whether  the  great  tide  is  advancing  or  receding  ;  but 
if  it  continues  for  any  length  of  time,  all  traders  begin  to  feel 
it  instinctively.  It  is  impossible,  perhaps,  to  point  out  the  precise 
influence  in  any  particular  transaction ;  but  yet  it  makes  itself 
felt  in  commercial  operations  by  a  general  rise  in  prices.  The 
fact ,  is,  that  when  the  operation  was  done,  and  the  production 
exposed  for  sale,  it  was  expected  and  calculated  that  a  certain 
portion  of  currency  would  be  appropriated  to  its  purchase.  But, 
if  people  do  not  want  the  article,  they  will  not  appropriate  that 
portion  of  currency  to  its  purchase ;  the  producer  loses  his 
capital,  and  the  currency  remains  in  circulation.  And  the  in- 
creased quantity  of  it  gradually  enters  into  the  prices  of  other 
commodities,  aggravating  them,  and  swelling  them  up.  Now, 
when  this  is  the  case,  when  the  currency  is  made  of  a  material 
which  has  a  universally  acknowledged  value,  nature  herself 
provides  a  remedy.  When  commodities  rise  in  price  in  this 
country  beyond  their  prices  in  foreign  countries,  besides  the  cost 
of  transfK)rting  them  here,  they  will  be  imported,  and  the  extra 
quantity  thrown  upon  the  market  diminishes  their  price,  both  by 
altering  the  ratio  of  supply  and  demand,  as  well  as  by  removing 
the  quantity  of  currency  necessary  to  pay  for  them  fi*om  circu- 
lation, until  the  general  equilibrium  is  again  restored  between 
prices,  currency,  and  capital.  But,  if  the  currency  be  made  of  a 
material  which  has  no  value  whatever,  like  paper,  this  great  re- 
storing process  of  nature  cannot  take  place.  The  quantity  of 
currency  remains  the  same,  while  the  debt  it  represents  is 
diminished.  The  consequence  is  a  general  diminution  in  value 
of  the  whole  currency — all  the  portion  of  the  currency  which  has 
value  as  a  material  is  driven  out  of  circulation  :  then  follows 
a  great  rise  in  the  market  price  of  bullion,  and,  as  a  necessary 
consequence,  a  fall  in  the  foreign  exchanges. 

41.  The  foregoing  considerations  enable  us  to  affix  a  definite 
and  specific  meaning  to  a  phrase  which  is  now  in  constant  use, 
but  which  we  have  never  yet  seen  any  attempt  to  explain.  All 
discussions  upon  currency  are  full  of  misty  and  vague  expressions 
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about  "excessive  issues,"  "over-issues,"  but  we  have  never  seen 
any  attempt  to  define  what  an  "  over-issue "  is.  Now,  "  over- 
issues "  in  general,  must  consist  of  specific  instances  of  "  over- 
issues" in  particular  cases.  Where  is  the  use  or  the  sense  of 
casting  vague  and  indefinite  accusations  against  the  Bank  of 
making  "excessive  issues,"  unless  the  person  who  makes  the 
charge  is  prepared  to  point  out  specifically  which  issues  are  ex- 
cessive, and  which  are  not  ?  Now,  the  meaning  which  we  aflBx 
to  an  "  excessive  issue "  or  an  "  over-issue,"  is  an  advance  upon 
an  unsuccessful  operation,  or  the  "purchase  of  a  bad  debt." 
Every  quantity  of  currency  advanced  to  promote  an  unsuccessful 
operation,  or  which  purchases  a  bad  debt,  alters  the  proportion 
between  the  currency  and  the  debt,  or  the  capital  it  represents. 
Each  specific  instance,  then,  of  such  an  operation,  is  an  "  over- 
issue," and  the  expression  "over-issue,"  or  "excessive  issue,"  has 
no  other  meaning. 

42.  The  foregoing  considerations  also  shew  the  complete 
Macy  of  the  theory  we  have  been  discussing,  of  issuing  notes 
upon  "  good  bilk."  In  a  banker's  sense,  a  "  good  bill "  means 
simply  a  bill  which  is  duly  paid  by  the  proper  party  at  maturity. 
It  is  not  the  smallest  consequence  to  him,  whether  the  transac- 
tion out  of  which  the  bill  originated  is  a  profit  or  a  loss  to  the 
person  who  incurred  the  obligation,  as  long  as  he  is  paid.  But 
if  the  expression  "good  bill"  be  taken  in  a  more  extended 
and  philosophical  sense,  to  denote  a  bill  upon  which  it  is  safe 
to  issue  currency,  it  is  a  very  different  matter  indeed,  for 
then  a  "good  bill "  can  only  mean  one  generated  by  a  successful 
operation. 

43.  It  is  not  a  little  remarkable  that  Adam  Smith  adopts  both 
the  theories  of  paper  currency,  which  have  imposed  so  exten- 
sively on  the  banking  and  mercantile  world,  and  that  within  a 
very  few  pages  of  each  other.  The  one  theory,  that  which  the 
Bank  Directors  and  merchants  adopted  in  1810 ;  the  other,  which 
is  the  great  currency  fallacy  of  the  present  day.  The  two 
theories  are  utterly  irreconcilable  and  inconsistent  with  each 
other ;  the  one  necessarily  leads  to  the  most  excessive  over-issues 
and  depreciation  of  the  paper  currency ;  the  other,  if  carried  out 
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in  all  its  integrity,  woold  be  utterly  destractive  of  the  business  of 
banking. 

44.  What,  then,  is  the  only  true  foundation  of  a  paper  cur- 
rency? Every  consideration  of  sound  reasoning  and  science, 
proves  that  the  only  true  foundation  of  a  paper  currency  is  that 
substance  which  is  the  legal  or  universally  accepted  represent- 
ative of  Debt,  i.  e.,  of  services  due,  whatever  that  substance  be. 
Now,  among  all  civilised  nations,  gold  or  silver  bullion  is  the 
acknowledged  representative  of  debt.  Consequently,  gold  or 
silver  bullion  is  the  only  true  basis  of  a  paper  currency.  Among 
all  civilised  nations  the  weight  of  bullion  is  the  achioivUdged 
measure  of  valuer  and,  consequently,  bullion  is  the  only  true 
basis  of  the  **  promises  to  pay."  Many  unthinking  persons 
declaim  against  the  absurdity  of  founding  a  paper  currency 
upon  the  commodity  of  gold  bullion  rather  than  any  other  com- 
modity, such  as  wheat,  or  silk,  or  sugar.  But  it  is  not  as  a 
commodity  that  bullion  is  the  basis  of  a  paper  currency,  but  as 
the  substance  which  is  the  accepted  representative  of  debt.  It 
would  be  perfectly  possible  to  make  a  yard  of  broadcloth,  or  a 
Dutch  cheese,  the  Sjrmbol  of  debt,  and  the  measure  of  value  ; 
then  broadcloth  or  Dutch  cheeses  would  be  the  only  true  basis  of 
a  paper  currency ;  and  to  issue  paper  upon  the  basis  of  bullion 
would,  in  such  a  case,  be  as  improper  as  to  issue  paper  on  the 
basis  of  broadcloth,  or  Dutch  cheeses,  under  existing  circum- 
stances. But  all  nations  are  agreed  that  bullion  is  better  fitted  by 
nature  for  such  a  purpose  than  broadcloth,  or  Dutch  cheeses  ; 
and,  consequently,  as  it  seems  to  be  the  substance  pointed  out  by 
nature  herself  for  representing  debt,  it  is  the  substance  which 
forms  the  only  true  basis  of  a  paper  currency. 

45.  Bullion,  then,  as  the  symbol  of  debt,  is  not  only  the  sole 
proper  basis  of  a  paper  currency,  but  is  the  only  true  regulator 
of  its  amount.  As  all  paper  currency  is  a  "  promise  to  pay  " 
gold  or  silver  bullion  at  some  definite  time,  it  is  quite  evident 
that  the  "  promises  to  pay  "  floating  in  a  nation  must  bear  some 
proportion  in  quantity  to  the  actual  quantity  of  the  bullion.  It 
is  quite  impossible  to  fix  any  definite  proportion,  because  that 
depends  upon  a  multitude  of  peculiar  circumstances.  Experience 
is  the  only  guide  on  the  subject. 
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46.  Specie  and  credit,  or  money  and  promises  to  pay  money, 
then,  form  the  only  true  circulating  medium  or  currency,  and 
they  are  its  limits.  If  the  limits  of  specie  and  credit  are  once 
transgressed,  we  plunge  at  once  into  the  dread  abyss  of  Lawism, 
and  there  is  no  logical  goal  till  we  arrive  at  the  assignats  of  1796, 
or  the  issues  in  America  in  1837  ;  and  even  these  did  not  reach 
the  full  limits  allowed  by  the  theory.  It  is  impossible  to  exceed 
the  boundaries  of  money  and  credit  by  a  single  iota,  without 
involving  this  absurdity — that  we  can  buy  a  thing  and  keep  the 
price  of  it  as  well. 

47.  Money  and  credit,  then,  must  always  increase  and  decrease 
together.  If  a  man's  real  capital  is  reduced  from  £1,000  to  £100, 
it  is  quite  dear  that  he  cannot  safely  keep  in  circulation  as  many 
** promises  to  pay"  as  when  he  had  £1,000,  and  if  his  real 
capital  is  leaving  him,  he  must  reduce  his  liabihties  in  a  similar 
proportion.  If  he  chooses  to  spend  £500  in  buying  commodities, 
such  as  com,  it  is  quite  clear  he  cannot  spend  the  money,  buy 
the  commodity,  and  have  the  price  as  well.  Now,  what  is  true 
of  a  single  individual  is  equally  true  of  a  bank,  or  of  a  nation. 
When  an  ordinary  bank  feels  a  drain  upon  its  bullion,  it  must 
reduce  its  Kabilities,  its  "  promises  to  pay,"  or  else  the  ruin  of 
that  bank  is  certain.  Now,  some  people  think,  that  though  this 
must  be  true  of  private  banks,  yet  it  is  the  reverse  of  true  applied 
to  the  Bank  of  England,  and  that,  as  its  bullion  decreases  it 
ought  to  increase  its  issues.  Sir  Archibald  Alison  frequently 
reminds  us  of  the  truism  that  the  same  great  law  regulates 
the  fall  of  a  pebble  and  the  motion  of  the  planets.  So  we  may 
say  that  the  same  great  law  regulates  the  relations  between  the 
credit  and  the  capital  of  the  humblest  individual,  the  smallest 
bank,  the  Bank  of  England,  and  the  British  nation.  Some  people 
think  that  as  capital  decreases  credit  should  increase.  What 
makes  the  credit  of  Great  Britain  so  great  ?  Because  her  capital 
is  so  great.  Why  is  the  credit  of  Russia  so  low  ?  Because  her 
capital  is  so  smalL 

48.  The  operation  of  reducing  "issues"  or  "advances,"  is 
always  one  which  will  excite  much  complaint,  and  reriuires  to  l^e 
done  with  much  delicacy;  and,  indeed,  the  great  problem  in 
regulating  the  paper  currency,  is  to  discoTer  the  true  mode  of 
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acting  upon  it^  so  as  on  the  one  hand  to  maintain  always  its  nni- 
fonnitj  in  value  with  the  coin  it  represents,  and  on  the  other  not 
to  contract  it  too  suddenly  and  Tiolently,  and  without  giving  the 
public  sufficient  warning  to  enable  them  to  reduce  their  liabilities 
in  proportion. 

49.  From  the  amazing  confusion  of  language  and  thought 
which  pervades  almost  all  treatises  on  monetary  science,  the  plain 
and  obvious  method  of  controlling  the  paper  currency  has  almost 
entirely  eluded  observation.  No  person  who  apprehended  the 
true  nature  of  banking,  and  expressed  it  in  simple  language, 
could  fidl  to  see  the  natural  controller.  The  main  business  of 
commercial  banking  is  discounting  mercantUe  bills — that  is,  buying 
debts.  Discounting  a  bill  for  a  merchant  is  not  lending  him 
money  but  huyvig  a  debt  due  to  him ;  and  the  price  of  sudi  debt 
must  follow  exactly  the  same  laws  as  the  price  of  com,  or  any 
other  article.  If  money  is  very  scarce,  and  wheat  very  abundant^ 
the  price  of  wheat  must  fall ;  if  money  is  very  abundant,  the 
price  of  wheat  will  rise.  The  price  of  debts  obeys  the  same 
rules.  If  money  becomes  very  scarce,  the  price  of  debts  most 
fall,  «.  e.,  the  discount  must  rise.  If  specie  becomes  abundant, 
the  price  of  debts  will  rise,  i.  e.,  the  discount  will  fall.  The  price 
of  debts,  then,  must  follow  the  same  great  laws  of  nature  that 
the  price  of  wheat  does.  Now,  does  not  every  man  of  common 
sense  know  that  it  is  the  most  foolish  and  insane  thing  to  try 
to  control  the  price  of  wheat  ?  As  we  have  shewn  in  another 
place,  it  is  not  the  fluctuation  of  the  price  of  wheat  that 
is  the  evil,  but  it  is  only  the  sign  of  evil.  The  real  e\il  is  the 
change  in  the  proportion  of  the  demand  and  supply,  and  the  fluc- 
tuation of  the  price  is  the  grand  natural  corrector  of  the  evil. 
Does  not  every  one  know  that  a  high  price  of  com  is  the  way  to 
attract  corn  where  it  is  deficient,  and  a  low  price  the  way  to  repel  it 
from  where  it  is  already  too  abundant  ?  Does  not  every  one  with 
common  sense  know  that  it  is  the  most  fatal  folly  to  force  down 
the  price  of  wheat  when  there  is  a  real  scarcity,  and  to  sell  it 
below  the  price  it  would  naturally  attain?  Can  any  course  be 
more  suicidal  ? 

50.  Now,  apply  all  the  arguments  which  suggest  themselves 
so  irresistibly  in  the  case  of  wheat  to  the  case  of  credit,  or  the 
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purchase  of  debts,  and  the  same  results  foUow.  The  same 
great  law  of  nature  operates  to  preserve  the  due  proportion 
between  specie  and  credit  and  any  interference  with  this  great 
law  must  necessarily  be  attended  with  the  same  evil  consequences 
as  an  interference  with  the  natural  price  of  wheat.  And  yet 
almost  all  legislation  up  to  a  very  recent  period,  and  almost  all 
writers  on  political  economy,  and  too  many  of  the  commercial 
world,  were  in  a  perverse  combination  to  thwart  this  great  law 
of  nature,  and  attempt  to  keep  the  rate  of  discount,  or  the  price 
of  debts,  fixed  at  a  uniform  scale ! 

51.  While,  therefore,  the  greater  part  of  commercial  com- 
plaints are  levelled  against  variations  in  the  rate  of  discount  as 
the  great  evil,  the  truth  is,  it  is  only  the  sign  of  the  evil.  The 
real  evil  is  the  altered  proportion  between  specie  and  credit,  and 
a  variation  in  the  rate  of  discount  is  the  grand  natural  corrector 
of  the  evil.  To  attempt  to  keep  the  rate  of  discount  uniform,  is 
to  thwart  and  contravene  the  laws  of  nature  just  the  same  as  an 
attempt  to  fix  the  price  of  wheat.  Like  all  true  laws  of  nature, 
the  simplicity,  beauty,  and  perfection  of  its  action  is  marvellous, 
and  it  produces  a  multitude  of  results  which  are  not  perhaps 
very  obvious  at  first.  If  specie  is  leaving  the  country  and  be- 
coming scarce  compared  to  credit,  every  principle  of  nature 
shews  that  the  value  of  money  must  rise,  i,  e.,  the  rate  of  discount 
must  rise;  and  this  has  a  tendency  to  prevent  the  outflow 
of  bullion,  and  to  attract  it  from  abroad;  on  the  other  hand, 
if  specie  be  flowing  into  the  country  and  likely  to  become 
too  abundant  compared  to  credit,  a  fall  in  its  value,  or  a 
fall  in  the  rate  of  discount  repels  it  from  the  country.  If  a 
nation  be  visited  with  a  great  failure  of  the  crops  it  can  only  buy 
such  food  from  foreign  countries  with  its  commodities  or  its 
money;  it  cannot  send  its  credit  in  payment  abroad.  Now,  if 
commodities  are  too  dear,  it  must  pay  with  money,  and  credit  in 
this  country  is  the  great  producing  power,  and  credit /or  a  twie  is 
a  great  sustainer  of  prices  by  enabling  people  to  withhold  their 
commodities  from  the  market.  Now,  raising  the  rate  of  discount 
curtails  credit,  forces  sales,  and  thereby  lowers  the  prices  of 
commodities,  and  makes  it  less  profitable  to  export  specie,  and 
more  profitable  to  export  goods.  Moreover,  this  rise  in  the  value 
of  money  here,  i,  e,,  the  low  price  of  debts  and  commodities, 
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tempts  bnyers  from  neighbomiDg  comitries  to  bring  their  money 
here.  It  thos  causes  an  inflow  of  bnllion  and  restores  oar 
currency  to  a  uniformity  of  value,  with  that  of  neighbouring 
countries.  Again,  if  this  nation  has  to  spend  a  great  part  of  its 
money  in  buying  foreign  com,  it  is  quite  dear  that  it  has  not  got 
80  much  to  spend  in  purchasing  goods ;  an  oyer-prodaction  of 
goods,  therefore,  can  only  end  in  a  disastrous  fall  in  prices.  And 
here,  too,  the  beautiful  action  of  this  great  law  of  nature  is 
manifest.  So  enormous  a  proportion  of  the  conmodities  of  this 
country  are  produced  by  the  credit  system,  that  a  rise  in  the  rate 
of  discount  just  hits  profits  between  wind  and  water,  as  we  may 
say.  Consequently,  a  rise  in  the  rate  of  discount  retards  and 
curtails  production  in  proportion  to  the  diminished  consuming 
powers  of  the  nation,  and  so  prevents  such  a  ruinous  f^l  in 
prices  as  would  necessarily  follow  an  undiminished  production, 
accompanied  by  a  diminished  power  of  consumption. 

52.  In  fact,  when  a  commercial  crisis  occurs  in  a  comitry,  it 
invariably  means  that  more  persons  are  wishing  to  sell  tiian 
there  are  persons  to  buy,  or,  at  least,  at  remuneratiye  prices.  A 
commercial  crisis  invariably  arises  from  a  lack  of  purchasers, 
which  is,  in  fact,  over-production.  True  prudence,  therefore, 
shews  that  in  all  commercial  crises,  production  should  he  curbed. 
It  is  much  better  not  to  produce  at  all,  than  to  produce  and  be 
obliged  to  sell  at  a  loss.  To  produce,  and  be  obliged  to  sell 
below  the  cost  of  production,  is  loss  of  capital.  It  is  better, 
therefore,  not  to  employ  the  capital  at  all  than  to  lose  it.  Raising 
the  rate  of  discount,  therefore,  acts  as  a  timely  warning  to  pro- 
ducers to  hold  hard.  It  is  necessary  to  disjx)se  of  the  stock 
already  produced,  before  producing  more,  and  if  the  stream  of 
sale  is  stopped  while  production  continues,  it  can  only  end  in  a 
more  aggravated  fall  at  last. 

53.  Xow,  what  is  the  necessary  consequence  of  an  attempt  to 
thwart  this  great  law  of  nature?  In  time  of  scarcity  of  food, 
and  a  necessary  export  of  money  to  buy  it,  if  the  rate  of  dis- 
count be  kept  unnaturally  low,  nothing  but  money  will  go ; 
commodities  are  too  dear,  they  will  not  ^o.  Again,  money  being 
kept  at  an  unnaturally  low  rate  here,  no  one  will  bring  it  here 
from  neighbouring  countries;    consequently,  great  quantities  of 
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money  will  go  oat  and  none  will  come  in,  till  at  last  the  cir- 
culating medium  will  be  nothing  but  ''promises  to  pay,"  and 
no  money  to  pay  them  with.  Then,  at  last,  violent  convulsions, 
total  destruction  of  credit,  every  one  wishing  to  sell,  and  no  one 
wishing  or  able  to  buy. 

54.  On  the  other  hand,  if,  when  specie  is  flowing  in  with  too 
great  abundance,  it  be  not  repelled  by  a  due  diminution  in  the 
value  of  money, ».  e.,  a  fall  in  the  rate  of  discount,  it  will  continue 
to  do  so  until  it  is  so  superabundant  that  a  violent  fall  takes 
place.  Persons  who  are  accustomed  to  depend  on  the  incomes 
they  derive  from  the  interest  of  money,  suddenly  find  that  their 
means  are  seriously  diminished.  In  the  year  1824  there  was 
such  a  plethora  of  capital  in  the  country  that  the  Scotch  banks 
gave  no  interest  on  deposits;  after  1824  came  1825.  Then  wild 
speculations  find  favour  in  the  public  mind,  promising  higher 
profits;  and  then  the  community  goes  through  the  cycle  of 
bubble  speculations,  extravagant  credit,  ending  in  a  commercial 
catastrophe.  We  may  feel  quite  certain  that  if  during  the  various 
crises  this  country  has  passed  through,  there  had  been  more 
attention  paid  to  observe  the  natural  rate  of  discount,  instead  of 
thwarting  the  course  of  nature,  though  the  variations  would  have 
been  more  frequent,  they  would  have  been  less  violent  and  ex- 
treme. If  specie  is  coming  in  with  too  great  speed,  it  is  good  to 
lower  the  rate  of  discount  quickly  to  prevent  it  getting  lower ;  if 
specie  is  going  out  too  rapidly,  it  is  good  to  raise  the  rate  quickly 
to  prevent  its  being  higher. 

55.  Such,  however,  is  the  perversity  of  men,  that  many  think 
that  a  uniform  and  invariable  rate  of  discount  is  the  great  thing 
to  be  preserved,  no  matter  what  nature  may  say  to  the  contrary, 
and  their  ingenuity  is  racked  to  devise  a  plan  for  always  keeping 
it  so,  just  as  if  the  governor  of  the  steam  engine  ought  always  to 
revolve  with  uniform  velocity.  Now,  the  inevitable  consequence 
of  taking  these  means  to  thwart  nature  will  be,  that  when  specie 
is  scarce,  it  will  be  repelled  by  a  lower  rate  than  the  natural  one ; 
when  it  is  already  too  abundant,  it  will  be  still  further  attracted 
by  a  rate  higher  than  the  natural  one. 

56.  The  extreme  anxiety  of  persons  to  obtain  an  impossible 
object,  always  to  have  the  power  of  selling  debts  due  to  them  at 
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a  nniform  rate,  has  led  to  a  very  prevalent  theory,  which  seems 
very  innocent  and  simple.  It  being  desirable  always  to  maintain 
the  currency  at  a  uniform  amount,  they  propose  that,  as  gold 
goes  out,  paper  should  be  issued  to  supply  its  place.  This  theory 
is  adopted  by  Sir  Archibald  Alison,  who  says,  afler  condemning 
the  theory  that  gold  and  paper  must  vary  together — 

"  The  true  system  would  be  just  the  reverse.  Proceeding  on 
the  principle  that  the  great  object  is  to  equalise  the  currency, 
and  with  it  priccfs  and  speculations,  it  would  enlarge  the  paper 
currency  when  the  precious  metals  are  withdrawn,  and  credit  is 
threatened  with  a  stoppage,  and  proportionally  contract  it  when 
the  precious  metals  return,  and  the  currency  is  becoming 
adequate  without  any  considerable  addition  to  the  paper." 

57.  There  would  be  certainly  something  specious  in  the  idea 
of  issuing  bank  notes  to  supply  the  place  of  the  gold  that  went 
out,  if,  unfortunately,  it  had  not  been  tried  over  and  over  again, 
and  been  attended  uniformly  with  a  catastrophe.  When  gold 
was  leaving  the  country  in  vast  quantities  in  179G,  the  Bank  of 
England  still  maintained  its  issues,  against  its  own  will,  it  is 
true,  but  yet  the  fa^t  illustrates  the  7?r///r?/;?/>,  and  the  conse- 
quence was  the  suspension  of  cash  payments  in  171)7.  When  the 
Bank  had  got  right  again  in  1817,  a  drain  for  foreign  loans 
began,  and  the  Bank  extended  its  issues  in  1818,  and  the  con- 
sequence was  the  second  suspension  of  cash  payments  in  1819. 
In  1824,  when  bullion  was  departing  from  the  country  like  a 
flood,  the  Bank  extended  its  issues  ;  then,  when  it  saw  itself  right 
in  the  vortex  of  bankruptcy,  it  suddenly  altered  its  policy,  and 
the  result  of  all  this  was  the  catastrophe  of  1825.  In  1838-9,  a 
similar  drain  occun-ed,  the  Bank,  with  marvellous  perversity, 
maintained  its  rate  of  discount  considerably  below  the  market 
rate,  and  the  result  was  the  monetary  crisis  of  1830.  In  1847, 
there  was  the  same  error  and  the  same  result.  Surely  these 
instances  are  enough  to  destroy  this  fatal  delusion. 

58.  In  fact.  Sir  Archibald,  and  the  great  body  of  public 
writers  who  share  these  sentiments,  wholly  mistake  the  object 
to  be  sought  for  in  so  delicate  and  artificial  a  machine  as  a  paper 
currency.  The  object  to  be  aimed  at  is  not  to  preserve  a  uniform 
rate  of  discount  in  this  country,  but  to  maintain  a  uniformity  in 
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the  value  of  the  British  currenqy  with  that  of  other  countries.  If 
money  is  made  artificially  cheap  in  this  country,  that  is,  cheaper 
than  it  is  in  neighbouring  countries,  persons  in  this  country  will 
export  it  to  where  it  is  of  greater  value ;  they  will  buy  foreign 
securities,  they  will  import  foreign  commodities.  On  the  other 
hand,  foreign  nations  will  flood  this  country  with  their  securities 
— just  as  the  Americans  did  in  1839,  when  the  Bank  kept  down 
the  rate  of  discount  below  its  proper  level — ^because  they  can 
sell  them  at  a  better  price  here  than  in  their  own  country.  If  a 
man  wishes  to  sell  a  horse,  and  my  neighbour  will  only  give 
£90  for  it,  and  I  will  give  £96,  he,  of  course,  will  sell  the  horse 
to  me,  and  take  away  ray  cash.  So,  when  the  Americans  wished 
to  sell  their  debts,  and  found  that  in  their  own  country  they  could 
only  get  £90  per  cent,  for  them,  whereas  they  could  get  £97  per 
cent,  for  them  in  England,  as  a  natural  consequence,  they  sent 
them  to  England  for  sale,  and  took  away  the  cash.  The  only  way 
for  England  to  have  stopped  this  would  have  been  to  give  no 
more  for  these  securities  than  the  Americans  would  themselves ; 
in  other  words,  to  maintain  a  uniformity  in  value  between  the 
currencies  of  the  two  countries. 

59.  When  the  foreign  exchanges  are  unfavourable  to  this 
country,  the  simple  meaning  of  that  is,  that  it  is  profitable  to 
export  gold.  Now,  where  is  the  gold  got  from  for  exportation  ? 
From  the  Bank  of  England.  And  how  is  it  got  from  there  ?  By 
getting  hold  of  the  Bank's  "  promises  to  pay  "  gold  on  demand. 
Now,  when  the  Bank  of  England  knows  that  a  multitude  of 
persons  are  trying  to  get  hold  of  its  **  promises  to  pay,"  for  the 
purpose  of  demanding  gold  for  them,  to  carry  out  of  the  country, 
would  it  not  be  the  height  of  folly  in  the  Bank  to  be  multiplying 
its  "  promises  to  pay  "  in  all  directions,  and  selling  them  cheap  ? 
This  would  be  exactly  as  T^ise  as  if  the  captain  of  a  ship,  directly 
he  saw  a  storm  coming  on,  were  to  set  all  his  studding-sails  and 
royals.  When  the  captain  sees  the  tempest  approaching,  he  must 
get  down  his  top-gallant  masts  and  reef  his  topsails ;  so,  when  a 
commercial  tempest  is  threatened  it  behoves  those  who  pilot  the 
vessels  of  credit  to  contract  their  "  promises  to  pay." 

60.  The  plan  proposed  by  Sir  Archibald,  and  a  multitude  of 
unthinking  writers,  is,  that  when  gold  is  leaving  the  country^ 
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commissionerB  shonld  be  appointed  to  issue  an  equal  amonnt  of 
inconvertible  paper,  which  is  to  be  withdrawn  when  gold  comes 
back  again.  But  what  is  to  be  done  with  the  convertible  paper 
already  in  existence  ?  Is  it  to  be  declared  inconvertible  ?  For, 
as  long  as  the  rate  of  discount  is  depressed,  there  will  be  a 
constant  demand  for  gold  in  exchange  for  notes,  and  a  corres- 
ponding amount  of  inconvertible  paper  must  be  issued.  Let  this 
wonderful  theory  be  put  in  practice,  and  the  drain  will  not  cease 
until  every  sovereign  has  left  the  country ;  and,  moreover,  they 
never  will  come  back  again.  For,  as  the  avowed  intention  is  to 
keep  down  the  rate  of  discount,  and  to  keep  up  prices,  there  is 
nothing  to  bring  the  bullion  back  again.  Nothing  can  bring  it 
back  again  here,  except  we  can  sell  our  commodities  or  debts 
cheaper  than  other  nations.  But  it  is  the  avowed  intention  of 
these  issues  to  prevent  that ;  consequently,  no  bullion  ever  will 
come  back. 

61.  But,  moreover,  this  wonderful  panacea  of  all  monetary 
ills — issuing  an  inconvertible  paper  currency,  to  supply  the  place 
of  the  gold  that  goes  out — is  just  our  old  friend  John  Law's 
scheme  over  again,  of  issuing  paper  currency  based  upon  com- 
modities. Those  who  advocate  this  think  that  the  nation  can 
send  its  money  abroad  to  buy  food,  and  have  it  as  well  in  the 
form  of  paper  money.  Just  as  if  a  man  might  go  into  a  shop, 
spend  his  money  there  in  buying  goods,  and  then  have  it  again 
in  the  form  of  a  "  promise  to  pay."  AVhen  will  this  stupendous 
delusion  be  eradicated  from  the  public  mind  ?  If  I  have  a 
certain  quantity  of  money  in  my  till,  I  may  safely  give  a  "  pro- 
mise to  pay  ;  "  or,  if  I  know  for  certain  that  money  is  coming  in 
to  me  on  a  certain  day,  I  may  give  my  '^promise  to  pay"  at  a 
certain  date  ;  but  when  I  have  actually  spent  my  money,  and  it 
is  gone  away  from  me  for  ever,  to  think  that  I  could  then  grant  a 
**  promise  to  pay "  worth  anything,  is  an  idea  which  savours 
little  of  sanity.  In  161)G-7,  during  the  re-coinage  of  the  silver, 
the  Bank  of  England  might  have  issued  £1  notes  with  the 
greatest  advantage  and  propriety  for  a  temporary  purpose, 
because  it  knew  that  it  would  shortly  have  the  money  to  pay 
them  with ;  but  when  the  money  is  gone  from  the  Bank  to 
buy  corn  abroad,  it  would  be  the  most  dangerous  folly  possible 
to  issue  notes  to  supply  tlie  place  of  gold. 


THE   ABSURDITY   OF   THIS  PLAN.  277 

62.  But  there  are  several  other  considerationg  which  point  out 
that  the  rate  of  discount  is  the  true  method  of  acting  upon  the 
paper  cuiTency.  As  soon  as  the  exchange  becomes  so  unfavour- 
able as  to  make  it  profitable  to  export  gold,  an  immense  number 
of  bills  are  fabricated  for  the  purpose  of  being  sold  for  the  sake 
of  the  premium ;  and  these  will  continue  to  be  fabricated  as  long 
as  the  rate  of  discount  is  kept  below  that  of  neighbouring 
countries  ;  now,  raising  the  rate  of  discount  strangles  all  such 
operations  in  the  birth.  If  only  the  numerical  amount  of  notes 
be  looked  to,  and  the  rate  of  discount  be  kept  down,  these  specu- 
lators may  get  their  bills  passed,  while  legitimate  trade  bills  may 
be  refused.  A  moderate  rise  in  the  rate  of  discount  will  never 
inflict  any  real  injury  on  trade  at  all  equal  to  the  refusal  to 
discount  trade  bills  altogether;  and  that  is  the  result  which 
has  always  ensued  from  a  perseverance  in  keeping  down  the 
value  of  money  below  the  natural  level. 

63.  Moreover,  when  the  nation  is  actually  obliged  to  spend  its 
money  in  buying  foreign  corn,  or  on  any  other  object,  such  as 
war,  it  is  quite  impossible  that  it  can  have  so  much  money  to 
spend  upon  other  things;  its  consuming  powers,  therefore,  are 
diminished;  it  must  economise  in  other  things.  Now,  if  the 
rate  of  discount  is  kept  below  its  natural  level,  it  stimi^ates  and 
encourages  production  so  much  beyond  the  powers  of  •con- 
sumption, that  it  must  necessarily  terminate  in  an  aggravated 
fall  in  prices.  A  timely  raising  of  the  rate  of  discount  is, 
therefore,  a  warning  to  producers  to  contract  their  operations 
gradually.  But  keeping  it  unnaturally  low  lulls  them  into  false 
security ;  they  maintain  their  engagements  on  credit  on  an  undi- 
minished scale,  till  at  last  the  Bank,  for  its  own  safety,  is  obliged 
to  pull  up  on  a  sudden — to  bring  up  all  standing.  Then  follows 
a  total  refusal  to  discount,  conmiercial  panic,  and  ruin. 

64.  It  is,  then,  an  incontrovertible  fundamental  truth  in 
monetary  science,  that  specie  and  credit  form  the  circulating 
medium,  and  that  they  must  increase  and  decrease  together.  An 
increase  of  currency,  without  an  increase  of  debt,  has  no  effect 
but  to  diminish  the  value  of  the  currency.  The  same  thing 
happens,  if,  when  debt  is  destroyed,  currency  is  not  destroyed 
with  it.    If  a  metallic  currency  increases  faster  than  debt,  nature 
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proYides  a  lemedy—- it  is  immediately  exported.  But,  with  an 
incoiiTertible  paper  currenoj,  this  camiot  happen,  and  when  debt 
is  destroyedy  cnrrency  remains  in  circalation;  when  this  goes  on 
for  any  length  of  time,  or  to  any  extent,  the  inevitable  result  is  a 
depreciation  of  the  paper  cnrrency,  which  is  shewn  by  the  rise 
of  the  market  above  the  Mint  price  of  gold.  This  was  eminently 
exemplified  in  England  in  the  years  sabseqnent  to  1810.  The 
extravagant  speculations  were  followed  by  an  enormons  de- 
stniction  of  ca{Htal;  bat  the  currency  which  was  issued  to 
represent  it  lenudned  in  circulation,  and  soon  manifested  itself 
in  a  rapid  foil  of  the  value  of  paper.  It  was  impossible  that 
paper  ever  should  right  itself,  unless  this  superfluous  currency 
was  destroyed.  It  is  recorded  that  an  Irishman  once  having 
taken  a  dislike  to-  a  banker,  in  ord^  to  qrite  him,  collected  a 
number  of  his  notes  and  burned  theuL  It  would  have  been  an 
excellent  thing  for  tixe  country  bankers  of  England  in  1814-15, 
if  some  one  had  done  the  same  kind  office  for  them.  The  quantity 
of  paper  currency  was  so  excessive,  compared  to  what  it  repre- 
sented, that  nothing  could  restore  it  to  its  par  value  but  the 
destruction  of  a  large  portion  of  it ;  and  this  was  brought  about 
by  the  destruction  of  the  issuers  of  it ;  and,  when  this  was  done, 
the  value  of  the  remainder  rose  to  par. 

65:  We  have  gone  over  most  of  the  theories  of  currency  which 
have  attained  the  greatest  practical  importance.  That  there  are 
others,  is  true  ;  but  they  have  generally  been  confined  to  a  small 
knot  of  &natic8.  But,  as  they  seem,  at  last,  to  have  died  outy 
we  need  not  weary  our  readers'  patience  by  disturbing  their 
peaceful  oblivion. 
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ON    THE    DEFINITION    OF    CURRENCY. 

1.  Having  in  the  preceding  chapters  completed  a  general 
survey  of  the  mechanism  of  Banking  and  the  Foreign  Exchanges, 
we  are  now  compelled  to  examine  the  peculiar  system  of  Banking 
which  is  at  present  established  in  this  country  ;  but,  before  we  do 
80,  we  must  give  a  little  time  to  settle  the  meaning  of  the  word 
Currency.  Most  persons  engaged  in  practical  business  are  mor- 
bidly averse  to  discussions  on  the  meaning  of  words,  thinking  them 
to  be  pure  waste  of  time.  But  no  science  was  ever  yet  founded 
without  such  controversies,  and  it  is  precisely  because  writers  on 
Economics  have  systematically  despised  and  neglected  the  only 
means  by  which  a  science  can  be  founded,  and  by  which  every 
other  great  science  has  been  created  and  established,  that  Eco- 
nomics is  at  the  present  moment  in  such  a  discreditable  state.  In 
the  present  case  this  investigation  is  absolutely  indispensable, 
because  the  Bank  Charter  Act  of  1844,  which  now  govemu  the 
whole  monetary  system  of  the  country,  is  expressly  founded  upon 
a  peculiar  definition  of  the  word  Currency,  and  is  expresnly 
devised  to  carry  out  a  peculiar  Theory  of  Currency.  In  thiA 
chapter  we  must  therefore  investigate  and  settle  the  meaning  of 
the  word  Currency. 

A  very  distinguished  statesman  has  said  that  the  word 
Currency  has  driven  more  people  mad  than  anything  except 
love.  Nor,  to  say  the  truth,  is  this  very  surprising.  If  we  were 
to  ajBsemble  a  company  of  purely  b'terary  men,  and  request  them 
to  **  Differentiate  the  Equation  to  a  Curve,"  we  have  not  the 
smallest  doubt  but  that  such  a  mysterious  expression  might  drive 
them  to  despair,  whereas  any  moderately  educated  schod-boy  could 
do  it  at  a  glance.  It  is  precisely  the  same  with  the  word  Cubkkncy. 
It  is  a  term  of  pure  Mercantile  Law.  Any  mercantile  lawyer 
can  tell  in  an  instant  what  the  word  Currency  means,  and  what 
it  includes ;  whereas,  those  who  have  occupied  themselves  with 
discoflBkxis  OD  it,  know  absolutely  nothing  of  Meroantile  Low, 
and  bare  exacUy  as  much  cfaanoe  of  setUing  the  m^antng  qj[ 
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OuRBXSCT,  as  ihej  haye  of ,  Diflisrentiating  an  Equation.  We 
haye  already  given  a  short  aooonnt  of  its  trae  meaning,^  bat  we 
mnst  now  investigate  the  question  completely. 

2,  Onr  Saxon  ancestors  utterly  disconntenanced  and  prohibited 
the  sale  or  exchange  of  any  goods,  merchandise^  or  cattle  by 
private  sale  or  bargain.  It  was  a  matter  of  fixed  policy  with  them 
that  no  sales  should  take  place  except  in  the  presence  of  witnesses. 
A  series  of  kings  made  laws  to  this  effect,  and  as  these  laws  are  to 
this  veiy  hour  in  spirit  the  Common  Law  of  England,  and  are 
very  little  known,  we  may  give  a  little  space  to  quote  them 
teztually,  as  constitutional  curiosities. 

Thus,  among  the  Doomb,  or  Laws,  which  Hlothasre  and  Eadric, 
kings  gI  the  Kentish  men,  about  688  aj).,  established  is  this* — 
''16.  That  if  any  Eentishman  buy  a  chattel  in  Lunden-wic(London), 
let  him  then  have  two  or  three  true  men  to  witness,  or  the  king's 
wic-reeve.  If  it  be  afterwards  claimed  of  the  man  of  Kent,  let 
him  then  vouch  the  inan  who  sold  it  to  warranty,  in  the  wic  at  the 
Sing's  Hall,  if  he  know  him,  and  can  bring  him  to  warranty;  if 
he  cannot  do  that,  let  him  prove  at  the  altar,  with  one  of  his 
witnesses,  or  with  the  king's  wic-reeve,  that  he  bought  the  chattel 
openly  in  the  wic,  with  his  own  property,  and  then  let  him  be 
paid  its  worth ;  but  if  he  cannot  prove  that  by  lawful  averment, 
let  him  give  it  up;  and  let  the  owner  take  possession  of 
it." 

Among  the  Dooms  of  Ine,  King  of  Wessex  (688-725  A.d),  is 
this' — ''25.  If  a  chapman  traffic  up  among  the  people,  let  him 
do  it  before  witnesses.  If  stolen  property  be  attached  with  a 
chapman,  and  he  have  not  bought  it  before  good  witnesses,  let 
him  prove,  according  to  the  wite,  that  he  was  neither  privy  nor 
thief,  or  pay  as  wite  thirty-six  shillings. 

Among  the  Dooms  of  Edward  the  Elder,  son  of  Alfred 
(901-924  A  J).),  is  this* — "1.  And  I  will  that  every  man  have  his 
warrantor,  and  that  no  man  buy  out  of  port,^  but  have  the 
portreeve's  witness,  or  that  of  other  unlying  men  whom  one  may 

«  To/. /.,!>.  80. 
*  AndttU  Laws  and  Itutilutes  of  England;  printed  by  command  of  WiUiam  IV. 
p.  14.    We  quote  the  official  tntoslation  of  the  Anglo-Saxon. 

^  That  ia  Blarkei  Orert ;  in  Roman  Law,  Portns  est  condaaus  locus  quo  importantnr 
mercea  et  inde  exportantur.    Est  et  statio  condiua  et  monita. 
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believe.  And  if  any  one  buy  out  of  port  let  him  incur  the  king's 
ofer  hyrnes."  (♦.  e.,  contempt,  or  hearing  and  refusing  to  obey, 
which  incurred  a  penalty  of  1208.) 

Among  the  Dooms  of  -fflthelstan  (925-960  AJ).)  is  thisi— 
"10.  And  let  no  man  exchange  any  property  without  the  witness 
of  the  reeve,  or  of  the  maas-priest,  or  of  the  landlord,  or  of  the 
hordere,  or  of  other  unlying  man.  If  any  one  so  do,  let  him  give 
thirty  shillings,  and  let  the  landlord  take  possession  of  the 
exchange." 

Among  the  Dooms  of  Edgar  (959-975  A.D.)  are  these — 

"4.  To  every  burh  let  there  be  chosen  thirty-three  as 
witnesses. 

"  5.  To  small  burhs,  and  in  every  hundred,  twelve ;  unless  ye 
desire  more. 

"  6.  And  let  every  man,  with  their  witness,  buy  and  sell  every  of 
the  chattels  that  he  may  buy  and  sell,  either  in  a  burh,  or  in  a 
wapentake ;  and  let  every  of  them  when  he  is  first  chosen  as 
witness,  give  the  oath  that  he  never,  neither  for  money  nor  for 
love,  nor  for  fear,  will  deny  any  of  those  things  of  which  he 
was  witness,  nor  declare  any  other  thing  in  witness,  save  that 
alone  which  he  saw  or  heard;  and  of  such  sworn  men,  let 
there  be  at  every  bargain  two  or  three  as  witnesses." 

Among  the  Dooms  of  Etheked  (979-1016  A.D.)  is  this' — 
"  8.  And  let  no  man  buy  or  exchange,  unless  he  have  burh  and 
witness ;  but  if  any  so  do,  let  the  landlord  take  possession  of,  and 
hold  the  property,  till  that  it  be  known  who  rightfully  owns 
it." 

Among  the  Dooms  of  Cnut  the  Great  (1017-1085  a.d.)  is 
this' — "24.  And  let  no  one  buy  anything  above  the  value  of 
four  pence,  either  living  or  lying,  unless  he  have  the  true  witness 
of  four  men,  be  it  within  a  burh,  be  it  up  in  the  country.  For  if 
it  then  be  attached,  and  he  have  no  such  witness,  let  there  be  no 
vouching  to  warranty;  but  let  his  own  be  rendered  to  the 
proprietor ;  and  the  aftergild  and  the  wite  to  him  who  is  entitled 
thereto." 

"Among  the  Laws  of  Edward  the  Confessor  (1043-1066  A.D.)i8 
this* — **3S.  Defensum  erat  eciam  in  lege,  ne  aliqnis  emat 
vivum  animal  vel  pannum  usatum  sine  plegiis  et  bonis  testibus 

>  Andent  Lam  and  LutUutes  of  England,  p.  87.         «  JWcJ.,  p,  190. 
*  /Wrf.,  p.  167.  ♦  /Wrf.,  p.  191. 
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law  holds  in  general  that  no  one  can  sell  what  he  does  not 
possess  himself;  and  it  does  not  allow  that  the  trne  owner  has 
lost  the  property  in  the  chattel  or  goods,  by  having  accidentally 
mislaid  them,  or  having  them  stolen  from  him. 

If,  however,  the  thief  or  finder  manages  to  sell  the  goods  in 
market  overt,  then  the  buyer  is  by  common  law  entitled  to  retain 
them  against  the  true  owner. 

However,  by  Statute  24  &  25  Vict.  (1861),  c.  96,  §  100,  it  is 
now  enacted  that  if  the  loser  prosecutes  the  thief  to  conviction, 
then  the  court  may  grant  a  writ  of  summary  restitution  to  the 
true  owner  of  the  property,  in  whose  ever  hands  it  may  be,  even 
though  he  may  have  bought  it  honestly,  and  given  full  value 
for  it. 

In  the  City  of  London  every  day  except  Sunday  is,  by  ancient 
enstom,  market  day ;  and  every  shop  is  market  overt  for  the  goods 
which  are  usually  sold  there,  but  for  no  others.  It  was  held  by  all 
the  judges^ — "that  if  plate  be  stolen,  and  sold  openly  in  a 
scrivener's  shop  on  the  market  day  (as  every  day  is  a  market  day 
in  London  except  Sunday),  that  this  sale  should  not  change  the 
property ;  but  the  party  should  have  restitution ;  for  a  scrivener's 
shop  is  not  a  market  overt  for  plate,  for  none  would  search  there 
for  snch  a  thing ;  et  tiede  stmilibus,  Ac.  But  if  the  sale  had  been 
openly  in  a  goldsmith's  shop  in  London,  so  that  any  one  who 
stood  or  passed  by  the  shop  might  see  it,  then  it  would  change 
the  property.  But  if  the  sale  be  in  the  shop  of  a  goldsmith, 
either  behind  a  hanging,  or  behind  a  cupboard  upon  which  his 
plate  stands,  so  that  one  stood  or  passed  by  the  shop  could  not  see 
it,  it  would  not  change  the  property ;  or  if  the  sale  be  not  in  the 
shc^,  but  in  the  warehouse,  or  other  place  of  the  house,  it  would 
not  change  the  property,  for  that  is  not  in  market  overt,  and 
none  would  search  there  for  his  goods.  So  every  shop  in  London 
is  market  overt  for  such  things  only  which  by  the  trade  of  the 
owner  are  put  there  to  sale." 

Bnt  in  country  towns  only  those  days  are  market  days  which 
are  appointed  by  law  or  ancient  custom ;  and  those  places  only 
are  market  overt  for  any  goods,  merchandise,  or  cattle,  which  are 
expreasly  appointed  for  the  sale  of  such  articles.  And,  conse- 
quently, all  sales  of  any  articles  made  in  any  other  than  such 
places  are  void  against  the  true  owner,  if  the  articles  be  not  the 

»  TU  cam  of  Market  Ortrt,  5  Co:  83  6.,  //a.,  38  Etm. 
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property  of  the  seller.  We  might,  if  necessary,  illustrate  these 
doctrines  by  several  recent  cases,  but  that  woold  occupy  too  much 
space  in  such  a  work  as  this. 

4.  Such  is  the  law  with  regard  to  all  kinds  of  goods,  mer- 
chandise, and  cattle.  But  with  regard  to  Monet  the  case  was 
always  different.  If  a  person  stole  or  found  money  belonging  to 
any  one  else,  the  true  owner  could  compel  him  to  give  it  up,  if  he 
could  prove  the  fact,  and  identify  the  money.  But  if  the  finder 
or  thief  paid  away  the  money  in  the  ordinary  course  of  business ; 
as  if,  for  instance,  a  shopkeeper  sold  goods  to  the  thief,  and  took 
the  money  in  the  ordinary  course  of  his  business,  without  knowing 
that  it  was  stolen,  then  he  could  retain  the  money  against  the  true 
owner  even  though  he  could  identify  it.  That  is  to  say,  the 
property  in  the  money  passed  along  with  the  honest  possession 
of  it  in  every  sale  or  exchange.  And  from  this  peculiarity  money 
was  said  to  be  Cueeent,  ».  e.,  that  the  property  in  it  passed  by 
delivery.  And  this  was  necessary  by  the  very  nature  of 
commerce,  because  no  transactions  could  take  place  if  the  seller 
was  bound  in  every  sale  to  inquire  into  the  right  of  the  buyer  to 
the  money.  And  from  this  exceptional  property  of  money,  the 
expression  arose  of  the  Currency  of  money,  but  no  one  for 
a  very  long  time  ever  thought  of  such  a  barbarism  as  to  call  the 
money  itself  Currexcy. 

But  when  in  the  course  of  time  Bills  of  Exchange,  and  other 
securities  for  money,  came  into  use,  it  was  adopted  as  a  custom  or 
usage  by  the  Law  Merchant,  that  the  same  rule  should  apply  to 
them  as  applied  to  money;  that  is  to  say,  that  the  property  in  them 
should  pass  with  the  honest  possession.  It  would  have  been  a 
great  impediment  to  all  commerce  if  the  vendor  of  goods  had 
been  obliged  to  inquire  into  the  title  of  any  one  who  offered  a 
Bill  of  Exchange  or  Bank  Note  in  payment  of  them.  Conse- 
quently this  principle  of  Currency  was  applied  to  all  negotiable 
securities  for  money.  It  is  so  important  that  the  doctrines 
relating  to  the  Property  of  Negotiable  Instruments  should  be 
generally  known,  that  we  subjoin  them,  as  laid  down  in  the 
Digest  of  the  Law  of  Bills  of  Exchange,  &c.,  which  we  prepared 
for  the  Royal  Commissioners  for  the  Digest  of  the  Law — 

"  37.     1.   If  any  negotiable  bill,  note,  obligation,  or  security 
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for  money  be  lost  or  stolen  the  finder  or  thief  cannot  retain  it 
against  the  trne  owner,  or  recover  against  the  parties  to  it. 

Anonymous,  1  Ld.  Rajm.,  788.  Oreenttrut  t.  CcuTf  1  Camp.,  651. 
Bum  T.  Morris,  8  L.  J.  N.  S.  Ex.,  193. 

"2.  But  if  such  finder  or  thief,  or  if  a  person  holding  snch 
security  as  Agent  (1)  for  the  owner  of  it,  pass  it  away  or  pledge 
(2)  it  for  value,  and  the  transferee  is  ignorant  of  the  fraud,  snch 
innocent  holder,  or  pawnee  for  value,  may  retain  it  against  the 
true  owner,  and  has  a  right  of  action  against  all  the  parties  to  it. 

Bank  Notes.  Anon.,  1  Ld.  Raym.,  788.  MUlar  t.  Bate,  1  Burr., 
452.  Loumdes  r.  Anderson,  18  East,  180.  Beckwith  t.  CorraU,  2  C.  Ss 
P.,  261;  11  Moo.,  835.  Snow  r.  Sadler,  11  Moo.,  506,  Baphad  t. 
Bank  of  England,  17  C.  B.,  161, 

Cheques.  Qrant  v.  Vaughan,  8  Burr.,  1516.  CarUm  t.  IreUuid,  6  EL 
&  Bl.,  765.  BothschOd  v.  Com^,  9  B.  <fe  C,  888.  Watson  v.  BusseU,  8 
B.<!^S.,34;  5B.  &S.,968. 

Bills  of   Exchange.      Peacock  r.  BhodeSf  2   Dong.,   688.     Lawson   ▼. 
Weston,  4  Esp.,  56.     Crook  r.  Jadis,  6  C.  &  P.,   191 ;  8  NeT.  k  Man., 
257.    Badkkotise  ▼.  Harrison,  8  Nev.  k  Man.,  188.      Qoodnum  v.  Harvey, 
^  k.  &  £.,  870.     Uther  ▼.  Bich,,  10  A.  &  E.,  784.    May  t.  Chapman,  16 
M.  &  W.,  355.     Thiedeman  v.  Ooldschmidt,  1  D.  G.  F.  is  G.,  4. 
Navy  Bills.     Ooldsmid  v.  Oaden,  1  B.  &  P.,  649. 
Exchequer  Bills.     Wookey  v.  Pole,  4B  &  Aid.,  1. 
Foreign  Transferable  Bonds.     Oorgier  v.  MieviUe,  8  B.  &  C,  45. 

(1.)  Bank  of  Bengal  r.  MacUod ;    Id.  v.  Fagan,  7  Moo.,  P.   C, 

85,  61. 
(2.)  Cdains   ▼.  Martin,  2  Esp.,    520;    1  h.  St  P.,  648.    Jon»s  t. 
Peppercorru,  1  John.,  430. 

''  3.  But  if  the  transferee  knows  at  the  time  of  taking  the 
instrument  that  it  has  been  lost  or  stolen  (1),  or  if  he  knows 
that  the  person  he  takes  it  from  has  no  authority  to  sell  or  pledge 
it  (2),  or  if  it  be  taken  for  an  illegal  consideration  (3),  he  cannot 
retain  it,  or  recover  on  it,  even  though  he  has  given  full  value 
for  it. 

(1.)  Bum  V.  Morris,  8  L.  J.  N.  8.  Ex.,  198. 

(2.)  MacUah  ▼.  Ekins,  Say.,  78.  Treuttel  t.  Baramicn,  1  Moo., 
548.  Foster  ▼.  Pearson,  and  Stephens  ▼.  Foster,  1  C.  M.  ft  R., 
849.  Fancourt  v.  Bull,  1  Bing.,  N.  C,  681.  WiOis  v.  Bank 
of  England,  4  A.  &  E.,  21.  WhisOw  r,  Forster,  14  C.  B., 
N.  S.,  248. 
«•  (3.)   Wynne  r.  Callander,  1  Buss.,  293. 

"38.  But  if  the  instrument  be  not  negotiable,  or  if  the 
transferor  held  it  as  Trustee,  or  if  he  acquired  or  transmitted 
it  by  means  of  a  forgery,  the  innocent  holder,  or  pawnee  for 
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Yalne,  has  only  the  equities  of  the  transferor,  and  cannot  retain 
it  against  the  true  owner,  or  recover  on  it. 

MamUngford  v.  Tbfemon,  1  CoU.  C.  C,  235.  Moore  v.  Jervis,  2  CoU. 
C.  C,  60.  fjcmg  ▼.  Smyth,  7  Bing.,  284.  Partridge  ▼.  Bank  of  England^ 
9  C.  B.,  408.  Smith  v.  Mercer,  6  Tannt.,  76.  HaU  ▼.  FuUer,  6  B.  &  C, 
760.  Mobarts  ▼.  Tucker,  16  Q.  B.,  660.  JEgdaOe  v.  Lanauze,  1  Y.  Ar  C, 
894.  Johnson  v.  WindU,  3  Bing.,  N.  C,  226.  Whistler  r.  Forster,  14  C. 
B.,  N.  S.,  248." 

And  SO  important  is  this  principle  of  the  Cukrency  of  all 
negotiable  instruments,  that  in  the  Statute  respecting  the 
restitution  of  stolen  property,  it  is  expressly  provided  that  it  shall 
not  apply  to  negotiable  instruments.  It  says^ — "  Provided  that  if 
it  shall  appear  before  any  award  or  order  made  that  any  valuable 
security  shall  have  been  band  fide  paid,  or  discharged  by  some 
person  or  body  corporate  liable  to  the  payment  thereof,  or  being  a 
negotiable  instrument  shall  have  been  bond  fide  taken  or  received 
by  transfer  or  delivery  by  some  person  or  body  corporate,  for  a 
just  and  valuable  consideration,  without  any  notice  or  without 
any  reasonable  cause  to  suspect  that  the  same  had  by  any  felony 
or  misdemeanour  been  stolen  or  taken,  obtained,  extorted, 
embezzled,  converted,  or  disposed  of,  in  such  case  the  Court  shall 
not  award  or  order  the  restitution  of  such  Security." 

Thus  we  see  that  the  law  has  taken  the  utmost  precaution  to 
preserve  as  absolutely  inviolable  the  Negotiability  or  Currency 
of  all  negotiable  instruments  under  all  circumstances  whatever. 
And  if  such  a  barbarism  be  generally  accepted  as  to  call  money 
Currency,  for  precisely  the  same  reason  all  Negotiable 
Instruments  must  equally  be  called  Currency;  for  they  are 
equally  subject  to  the  same  rules  of  Law,  from  which  they  derive 
the  name. 

5.  These  doctrines,  however,  are  so  important  as  being  at 
the  very  basis  of  the  whole  of  our  monetary  system ;  and  as  they 
have  given  rise  to  so  many  controversies  which  are  yet  raging ; 
and  as  they  have  been  so  misunderstood  and  misrepresented  by 
literary  men  who  never  took  the  smallest  pains  to  inquire  into 
the  law  of  the  subject,  that  we  think  it  will  be  more  satisfactory 
to  our  readers  not  to  rest  satisfied  with  the  preceding  exposition, 
but  to  lay  before  them  the  actual  decisions  of  the  Courts  of  Law 
and  Equity  establishing  them. 

*  24  ^  26  Vict.  ri86i;,  ch.  96,  §  100. 
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We  shall  therefore  demonstrate  to  onr  readers  as  matters  of 
pure  Commercial  Law — (1.)  That  all  Negotiable  Instruments 
are  subject  to  the  same  Law  regarding  their  transfer  and  property 
as  Money.  (2.)  That  it  is  from  this  property  exclusively  that 
the  name  Cubrekgy  has  been  deriyed ;  and  (3)  that  all  Negotiable 
Instruments  are  Ctjrrenct  as  well  as  Money. 

1.  To  sheto  that  all  Negotiable  Instruments  have  the  attrihuts 
of  Currency,  %.  «.,  are  subject  to  the  same  Law  regarding  their 
transfer  as  Mmiey. 

Bank  Notes. — (Anonymous,  1  Lord  Raymond,  738.)  A  Bank 
bill  was  payable  to  A  or  bearer.  A  gave  it  to  B.  B  lost  it,  C 
found  it,  and  assigned  it  over  to  D  for  valuable  consideration. 
D  went  to  the  bank  and  got  a  new  bill  in  his  own  name.  A 
brought  trover  against  D  for  the  former  bill.  And  ruled  by  Holt, 
C.  J.,  at  Guildhall,  1698,  that  an  action  did  not  lie  against  D 
bec:ause  he  had  it  for  a  valuable  consideration. 

The  leading  case,  however,  on  the  subject  is  that  of  Miller  v. 
Race  (1  Burr.,  452).  Finney,  the  true  owner  of  a  Bank  Note, 
sent  it  by  post  to  a  friend  in  the  country.  The  mail  was  robbed, 
and  on  the  next  day  the  note  came  into  the  possession  of  the 
Plaintiff,  Miller,  for  a  Ml  and  valuable  consideration,  and  in  the 
usual  course  and  way  of  his  business,  and  without  any  notice  of  the 
robbery.  Finney  stopped  the  note  at  the  Bank.  A  short  time 
after  Miller  applied  to  the  Bank  for  payment  of  the  note,  and 
dehvered  it  to  Race,  the  defendant,  a  clerk  in  the  Bank.  Race 
refused  either  to  pay,  or  return,  the  note  to  Miller ;  and  Miller 
brought  this  action  to  recover  possession  of  the  note.  Lord 
Mansfield  ruled,  with  the  unanimous  concurrence  of  the  Court, 
that  Miller  had  the  right  to  have  the  note  given  back  to  him 
as  his  property,  because  Bank  Notes  have  the  Credit  and  the 
Currency  of  money,  to  all  intents  and  purposes.  An  action 
would  lie  against  the  finder;  that  no  one  disputed:  but  not  after 
the  note  had  been  paid  away  in  Currency.  Lord  Mansfield  said 
that  in  the  preceding  case  just  cited,  the  action  did  not  lie  against 
the  defendant  because  he  took  it  in  the  course  of  Currency  ;  and 
therefore  it  could  not  be  followed  in  his  hands.  It  never  shall  be 
followed  into  the  hands  of  a  person  who  bond  fide  took  it  in  the 
course  of  Currency.  A  bank  note  is  constantly  and  universally, 
both  at  home  and  abroad,  treated  as  money,  as  cash ;  and  it  is 
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neoeflBttcy  finr  the  pnrpoieB  of  oommeroe,  Uuit  their  OVBxamn 
■hould  be  establiahed  and  maiiitainedL 

So  in  Clarke  j.  8hm  (Oowp.»  200),  Lord  Mansfield  said-^ 
^  Where  notes  or  money  are  paid  banA  ftd$,  and  npon  a  TaloaUe 
ODnsideration»  thej  shall  never  be  brooght  back  hy  the  true 
owper ;  bnt  where  they  come  mold  fide  into  a  person's  hands^  they 
are  in  the  natore  of  specific  property :  and  if  their  identity  csn 
be  traced  and  ascertained,  the  partjr  has  a  right  to  reooyer." 
And  tills  doctrine  is  soch  firmly  established  law  that  there  is  no 
need  to  cite  any  more  esses  to  support  it. 

Chsqubb.— In  the  case  of  Orani  t.  Vaughan  (8  Borr.,  1516), 
Yanghan  gave  a  cash  note  (£  b^  a  oheqae)  npon  his  banker  to 
B  in  these  words,  ^  Pay  to  ship'  Fortune '  or  htanr!*  B  lost  the 
cheqoe.  The  finder,  or  the  possessor  of  it,  four  days  afterwards 
came  to  Grant's  shop,  and  offered  'the  cheqae  in  payment  of  some 
goods  he  bonght  Grant  took  the  cheque  in  the  usual  course  of 
business,  and  gaye  the  balance  in  cash.  Vaughan,  hearing  that 
ttie  cheque  had  been  lost^  stopped  the  payment  of  it.  Grant 
brought  an  action  against  him  for  the  amount.  Lord  Mansfield 
held  that  the  same  rule  applied  to  cheques  payable  to  bear^ 
as  to  bank  notes.  Wilmot,  J.,  said  that  such  bills  or  notes  as 
this  are  by  law  negotiable.  So  also  Yates,  J.,  said — **  nothing 
can  be  more  peculiarly  negotiable  than  draughts  or  bills  payable 
to  bearer.  ....  It  is  just  the  same  as  a  Bank  Note." 
Hence  this  case  established  that  Cheques  possess  the  attribute  of 
Currency,  exactly  in  the  same  way  as  Bank  Notes :  and  this 
doctrine  is  so  firmly  established  that  it  is  needless  to  quote  any 
more  cases. 

BiLiii  OP  Exchange. — In  Peacock  v.  Rhodes  (2  Douglas,  633), 
a  Bill  of  Exchange  indorsed  in  blank  was  stolen  and  negotiated. 
The  innocent  indorsee  for  value  was  held  entitled  to  recover 
against  the  drawer.  Lord  Mansfield  said — ''  The  holder  of  a 
Bill  of  Exchange  or  Promissory  Note  is  not  to  be  considered 
in  the  light  of  an  assignee  of  the  payee.  An  assignee  must  take 
the  thing  assigned  subject  to  all  the  equity  to  which  the  original 
party  was  subject.  If  this  rule  applied  to  Bills  and  Promissory 
Notes,  it  would  stop  their  Currency.  The  law  is  settled  that 
a  holder,  coming  fairly  by  a  note  or  a  bill,  has  nothing  to  do 
with  the  transactions  between  the  original  parties.  I  see  no 
difference    between  a  note  indorsed  blank,  and   one    payable 
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to  bearer.    They  both  go  by  delivery,  and  possession  proves 
property  in  both  cases," 

The  same  doctrine  was  again  enforced  in  Collins  v.  Martin 
(1  B.  &  P.,  648),  where  a  banker  pledged  some  of  his  customer's 
bills  indorsed  in  blank  with  another  banker,  who  advanced  money 
on  them  honestly  in  the  usual  course  of  business.  Eyre,  C.  J-, 
delivering  the  judgment  of  the  Court,  said — **For  the  purpose 
of  rendering  Bills  of  Exchange  negotiable,  the  Right  of  Property 
in  them  passes  with  the  bills.  Every  holder  with  the  bills 
takes  the  property,  and  his  title  is  stamped  upon  the  bills 
themselves.  The  property  and  the  possession  are  inseparable. 
This  was  necessary  to  make  them  negotiable,  and  in  this  respect 
they  diflPer  essentially  from  goods  of  which  the  property  and 
the  possession  may  be  in  diflPerefit  persons."  And  this  rule  of  law 
is  so  firmly  established,  that  we  need  not  quote  any  more  cases  in 
support  of  it. 

Foreign  Bonds. — Tn  Gorgier  v.  Mteville  (3  B.  &  C,  45),  the 
plaintiff  deposited  a  Prussian  bond  in  the  hands  of  his  agent, 
to  receive  the  interest  on  it  for  him.  The  bond  was  made 
payable  to  any  person  who  at  the  time  should  be  the  holder  of  it. 
It  was  proved  that  these  bonds  were  sold  in  the  market,  and 
passed  from  hand  to  hand  daily  like  exchequer  bills.  The 
plaintiflTs  agent  pledged  the  bond  with  the  defendants.  *The 
Attorney  General  tried  to  draw  a  distinction  between  bank  notes, 
bills  of  exchange,  and  exchequer  bills,  because  such  instruments 
constitute  a  part  of  the  circulating  medium  of  the  country,  but 
that  rule  did  not  apply  to  the  bond  of  a  foreign  country.  But 
Abbot,  C.  J.,  said — "  The  instrument,  in  its  form,  is  an  acknow- 
ledgment by  the  King  of  Prussia  that  the  sum  mentioned 
in  the  bond  is  due  to  every  person  who  shall  for  the  time  being 
be  the  holder  of  it,  and  the  principal  and  interest  is  payable  in  a 
certain  mode,  and  at  certain  periods  mentioned  in  the  bond 
It  is,  therefore,  in  its  nature  precisely  analogous  to  a  bank  note 
payable  to  bearer,  or  to  a  bill  of  exchange  indorsed  in  blank. 
Being  an  instrument,  therefore,  of  the  same  description,  it 
must  be  subject  to  the  same  rule  of  law,  that  whoever  is  the 
holder  of  it,  has  power  to  give  title  to  any  person  honestly 
acquiring  it." 

We  have  now  sufficiently  established  our  first  point,  that 
all  Negotiable  Instruments  are  subject  t(»  the  same  rule  as  money 
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will  make  no  difference,  if  the  property  in  the  bill  passes  by 
delivery."  Best,  J.,  then  agreeing  with  Collins  v-  MarHn,  cited 
above,  gave  his  opinion  against  the  plaintiff. 

HoLBOYD,  J. — **  It  has  been  long  and  fully  settled  that  bank 

notes  or  bills,  drafts  on  bankers,  bills  of  exchange,  or  promissory 

notes,  either  payable  to  order  and  indorsed  in  blank,  or  payable  to 

bearer,  when  taken  bond  fide,  and  for  a  valnable  considerataoo, 

pass  by  delivery,  and  vest  a  right  thereto  in  the  transferee,  withoai 

regard  to  the  title,  or  want  of  title,  in  the  perstm  transferrlDg 

them.    This  was  decided  as  to  a  bank  note  in  the  case  of  MiSer 

v.  Eaes;  as  to  a  draft  on  a  banker  in  Grantv.  Vaughan:  and  as  to 

a  bill  of  exchange  indorsed  in  blank,  in  Peacock  v.  Bhodes. 

Those  cases  have  proceeded  on   the  natare  and  effect  of  the 

instmments,  which  have  been  considered  as  distingnishaUe  from 

goods.    In  the  case  of  goods,  the  pn^rty,  except  in  market  overty 

can  only  be  transferred  by  the  owner,  or  some    person  having 

either  an  express  or  implied  authority  from  him ;  and  no  one 

can,  by  his  contract  or  delivery,  transfer  more  than  bis  own 

right,  or  the  right  of  him  under  whose  authority  he  acts*.    But 

the   Courts  have  considered  these  instruments,  either  promises 

or  the  orders  for  the  payment  of  money,  or  instruments  entitling 

the  holder  to  a  sum  of  monev,  as  being  ap[x?ndages  to  money, 

aud  following  the  nature  of  their  principal.     In  the  one  case  they 

are  payable    to    the   person,   whoever  he  may  be,   who  is  the 

bearer  or   holder  of  the  instrument;   and  so  also  in  the  other 

case,  unless  the  payment  is  restrained  by  a  special  indorsement." 

After  quoting  the  judgments  in  Peacock  v.  RJwdes  and  Miller  v. 

Race,  given  above,  he  said — "These  authorities  shew,  that  not 

only  money  itself  may  pass,  and  the  right  to  it  may  arise  by 

Currency  alone,  but  further,  that  these  mercantile  instmments, 

which  entitle  the  bearer  of  them  to  money,  may  also  pass,  and  the 

right  to  them  may  arise,  in  the  like  manner,  by  CrRREXCY  or 

Delivery.      These  decisions  proceed   ujx)n  the   nature   of  the 

property  (viz.,  money)  to  which  such  instruments  give  the  right, 

and  which  is  itself  Currext  ;  and  the  effect  of  the  instruments, 

which  either  give  to  their  holders,  merely  as  such,  the  right  to 

receive  the  money,  or  specify   them    as  the  persons  entitled  to 

receive  it.     The  question,  then,  is  whether  these  principles  apply 

to  the  present  case,  or  whether  this  exchequer  bill  and  the  right 

thereto,  follow    the    nature   of   goods,  which,  except  in  market 
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overt,  can  only  be  transferred  by  the  owner,  or  nnder  his 
authority  ?  In  order  to  ascertain  that,  we  must  consider  the 
nature  and  effect  of  the  instrument,  both  as  to  the  property 
which  it  concerns,  and  as  to  its  Negotiability  or  CuRRENcy  by 
law.  In  its  original  state  it  purports  to  entitle  the  holder  to  the 
sum  of  £100  and  interest;  and  the  original  holder  may,  if  he 
pleases,  secure  it  to  himself;  but  it  is  payable  to  the  bearer  until 
some  name  is  inserted,  and  when  that  is  done  it  becomes  payable 
to  such  nominee,  or  his  order.  But  if  the  original  holder  parts 
with  it  or  keeps  it  in  blank,  he  by  that  very  act,  or  by  his 
negligence  if  he  loses  it,  authorises  the  bearer,'  whoever  he  may 
be,  to  receive  the  money ;  and  so  if  he  were  to  insert  his  own 
name,  but  indorse  it  in  blank,  instead  of  restraining  its 
negotiability,  either  by  not  indorsing  it  at  all  or  by  making  a 
special  indorsement,  he  thereby  authorises  and  empowers  any 
person  who  may  be^  the  holder  hon&fide^  and  for  value,  to  receive 
it :  and  he  cannot  revoke  that  authority  when  it  has  become 
coupled  with  an  interest.  The  instrument  is  created  by  the 
Statute  48  Geo.  8,  c.  1,  and  is  thereby  made  Negotiable  and 
Current.  By  §  2  the  Commissioners  of  the  Treasury  are  to 
make  out  exchequer  bills,  in  such  manner  and  form  as  they  shall 
direct:  and  after  certain  things  are  done  to  put  them  into 
Circulation.  By  §  5  they  may  be  paid  in  to  the  receiver  of 
taxes;  and  in  §  13  are  these  words — *And  for  the  better 
supporting  the  Currency  of  the  said  exchequer  bills,  and  to  the 
end  that  a  sufficient  provision  may  be  made  for  circulating  and 
exchanging  the  same  far  ready  money ,  during  such  time  as  they  or 
any  of  them  are  to  be  Current,  the  Commissioners  of  the 
Treasury  are  empowered  to  contract  with  persons  who  will 
undertake  to  circulate  and  exchange  them  for  ready  money. 
An  exchequer  bill  is  therefore  an  instrument  for  the  repayment  of 
money  originally  advanced  to  the  public,  purporting  thereby  to 
entitle  the  bearer  to  receive  the  money  put  into  circulation,  and 
znade  Current  by  law.  It  is  not,  therefore,  like  goods  saleable 
only  in  mai'ket  overt,  and  not  othenvise  transferable,  except  by 
the  owner  or  under  his  authority,  but  is  in  all  those  several 
respects  similar  to  bills  of  exchange  and  promissory  notes,  and 
transferable  in  the  same  manner  as  they  are.  The  case,  therefore, 
stands  thus :  this  exchequer  bill  was  a  Current  and  Negotiable 
Instrument  for  the  payment. of  money.    Now  money  passes  from 
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one  person  to  another  by  reason  of  its  Cubrenoy,  and  for  that 
reason  onlj^  and  not  because  it  has  no  ear-mark,  it  cannot  be 
recovered  from  the  person  to  whom  it  has  been  passed.  The 
exchequer  bill,  therefore,  seems  to  me,  upon  the  same  principle,  to 
follow  the  nature  of  the  money  for  which  it  is  a  secnri^. 
.  .  .  .  This,  like  the  case  of  a  bill  indorsed  in  blank,  is 
payable  to  bearer,  where  the  uf^ht  arises  from  the  instrament 
itself,  and  it  is  not  necessary  to  deduce  the  title  thiongh  the 
intermediate  holders." 

Batley,  J.,  quite  concurred  in  the  doctrine  as  to  bank  notes 
and  bills  of  exchange  — "  A  pawnee  of  goods  or  chattels,  or  a 
vendor  out  of  market  overt,  has  in  general  no  better  title  than  his 
pawnor  or  vendor,  and  cannot  resist  the  claim  of  the  rightfbl 
owner :  but  bank  notes  and  bills  of  exchange  stand  upon  a 
different  footing  in  this  respect  from  ordinary  goods  and  chattelB. 
The  holder  bond  fide,  and  for  a  valuable  consideration  of  a  bank 
note  or  bill  of  exchange,  has  a  good  title  against  all  the  world; 
because,  in  the  case  of  bank  notes,  they  are  considered  as  money, 
and  pass  as  such,  and  it  is  essential  for  the  purposes  of  trade  that 
delivery  should  give  a  perfect  title,  and  because  in  the  case  of  bills 
of  exchange  this  is  the  law  and  custom  of  merchants." 
J.  Bayley  came  to  the  conclusion  that  exchequer  bills  were 
of  the  nature  of  goods,  and  nob  of  bank  notes  and  bills  of 
exchange. 

Abbott,  C.  J.,  however,  agreed  with  the  two  former  learned 
judges,  and  said — "  I  think  this  instrument  is  of  the  same  nature 

as  notes  and  bills  of  exchange Notes  and  bills  have 

been  distinguished  from  goods  in  regard  to  their  transfer,  for 
the  convenience  of  trade  and  commerce,  and  in  regard  to  their 
being  mercantile  and  commercial  instruments,  and  by  law 
negotiable.  It  may  be  true  that  exchequer  bills  are  not  so 
frequently  negotiated,  in  fact,  as  some  other  bills  or  notes ;  but  I 
think  we  are  to  regard  the  negotiability  of  the  instrument,  and 

not  the  frequency  of  actual  negotiation Compulsion 

to  receive  an  instrument  in  payment  is  not  by  any  means  requisite 
to  give  to  it  the  character  of  a  Negotiable  Instrument.     No  man 

is  compelled  to  take  a  bill  of  exchange  in  payment 

For  these  reasons  I  am  of  opinion  that  exchequer  bills  are 
negotiable,  and  may  be  transferred  in  the  same  manner  as  bills  of 
exchange :  and  that   in  those  bills,  as  in  bilLs  of  exchange,  the 
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property  passes  with  the  possession  by  every  mode  of  transfer, 
fraud  and  collusion  apart." 

In  Ingham  v.  Primrose  (7  C.  B.  N.  S.,  85),  Williams,  J., 
delivering  the  judgment  of  the  Court,  said — "  It  is,  we  think, 
settled  law  that  if  the  defendant  had  drawn  a  cheque,  and  before 
he  had  issued  it  he  had  lost  it,  or  it  had  been  stolen  from  him, 
and  it  had  afterwards  found  its  way  into  the  hands  of  a  holder 
for  value  without  notice,  who  had  sued  the  defendant  upon  it, 
he  would  have  had  no  answer  to  the  action.  So  if  he  had 
indorsed  a  bill  in  blank,  or  a  bill  payable  to  his  order,  and  it  had 
been  lost  or  stolen  before  he  delivered  it  to  any  one  as  indorsee. 
The  reason  is  that  such  Negotiable  Instruments  have  by  the  law 
merchant  become  part  of  the  Mercantilb  Currenot  of  the 
country ;  and  in  order  that  this  may  not  be  impeded,  it  is  requisite 
that  innocent  holders  for  value  should  have  a  right  to  enforce 
payment  of  them  against  those  who,  by  making  them,  have 

caused  them  to  be  part  of  the  Currency If  an  act 

done  with  such  an  intention  («. «.,  of  cancelling  it)  by  the  maker 
of  a  Negotiable  Instrument,  does  not  manifest  the  intention  on  the 
face  of  the  instrument,  it  can  hardly  be  maintained  that  the  Act 
would  be  of  any  efficacy,  because  the  instrument  would  neverthe- 
less be  apparently  a  part  of  the  Mercantile  Currency." 

In  Whistler  v.  Forster  (14  C.  B.  N.  S.,  248),  Erlb,  C.  J., 
said — "  According  to  the  law  merchant,  the  title  to  a  Negotiable 
Instrument  passes  by  indorsement  and  delivery.  A  title  so 
acquired  is  good  against  all  the  world,  provided  the  instrument 
is  taken  for  value,  and  without  notice  of  any  fraud." 

WiLLES,  J. — "The  general  rule  of  law  is  undoubted,  that 
no  one  can  transfer  a  better  title  than  he  himself  possesses ; 
Nemo  dat  quod  non  habet.  To  this  there  are  some  exceptions : 
one  of  which  arises  out  of  the  rule  of  the  law  merchant 
as  to  Negotiable  Instniments.  These  being  part  of  the  Currency, 
are  subject  to  the  same  rule  as  money." 

In  Shute  v.  Robins  (1  M.  &  M.,  133),  Lord  Tenterden  spoke 
of  bankers'  paper  as  being  part  of  the  Circulating  Medium  of 
the  country. 

In  Lang  v.  Smyth  (7  Bing.,  284),  Tindall,  C.  J.,  said— ''The 
first  question  was  whether  the  instruments  in  dispute  had  acquired 
from  the  course  of  dealing  pursued  in  the  City,  the  character  of 
Bank  Notes,  Bills  of  Exchange,  Dividend  Warrants,  Exchequer , 
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Bills,  or  other  InstromeiitB  which  form  part  of  the  Cubrxvot  of 

this  country." 

And  this  quality  of  Gubbenoit  or  Negotiabilitt  is  apjdied  not 
only  to  Securities  for  Money  of  all  scnrts,  but  also  to  Securities  for 
Securities  for  Money ;  as  Scrip  to  deUyer  Bonds  of  a  Foreign 
Goyemment 

In  Goodwin  y.  Bobarts,^  the  Plaintiff  bon^t  some  Scrip  of 
Foreign  Goy^mmentSy  through  a  stockbroker,  and  allowed  it  to 
remain  in  his  hands.  The  stockbroker  pledged  it  unlawfiilly  with 
the  defendants,  Robarts,  Lubbock,  A  Co.,  who  are  banken»  as 
security  for  a  loan  of  money.  The  stockbroker  became  bankrupt 
and  absconded;  and  the  defendants  sold  the  scrip  at  the  market 
price  of  the  dayl  The  plaintiff  sued  them  for  the  amount  realised 
by  such  sale.  The  Scrip  entitied  the  bearer  on  due  payment  to 
receiye  definitive  Bonds  payable  to  bearer  firom  the  Foreign 
Goyemments.  It  was  preyed  at  the  trial  that — **  The  Scrip  of 
loans  to  Foreign  Goyemments  entitling  the  bearer  thereof  to 
Bonds  for  the  same  amount,  when  issued  by  the  Goyemment^  has 
been  well  known  to,  and  largely  dealt  in  by,  bankers,  money 
dealers,  and  members  of  the  English  and  foreign  stock  exchanges^ 
and  through  them  by  the  public,  for  over  fifty  years.  It  is,  and 
has  been,  the  usage  of  such  bankers,  money  dealers,  and  members 
of  the  stock  exchanges,  during  all  that  time,  to  buy  and  sell  such 
scrip,  and  to  advance  loans  of  money  upon  the  security  of  it, 
before  the  Bonds  were  issued,  and  to  pass  the  scrip  upon  such 
dealings  by  mere  delivery  as  a  negotiable  instrument  transferable 
by  delivery  [i.  «.,  as  Currency],  and  this  usage  has  always  been 
recognised  by  the  Foreign  Government  or  tlieir  agents  delivering 
the  Bonds  when  issued  to  the  bearers  of  the  scrip.  This  usage 
extended  alike  to  scrip  issued  by  their  agents  in  England,  and  it 
extended  to  the  scrip  now  in  question,  which  was  largely  dealt  in 
as  above  mentioned.  Such  scrip  often  passes  through  the  hands 
of  several  buyers  and  dealers  in  succession  before  the  issue  of  the 
bonds  represented  by  it" 

The  Court  of  Exchequer  held  that  this  Scrip  possessed  the 
attribute  of  Currency,  or  Negotiability,  exactly  the  same  as 
the  Bonds  themselves ;  and  this  judgment  was  affirmed  by  the 

»  L.  R.  (1875),  10  Exch.  76 :  Exch.  Ch,  377.      M  L.  T.  N.  S.  Exch.  199.    83  L.  T. 
N.  S.  Exch,  Ch.  272.     44  L.  J.  N.  8.  Exth.  57  ;  Exch.  Ch.  167. 
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Exchequer   Chamber  on  the  last  day  of  its  existence,  July 
7th,  1875. 

6.  We  have  thus  laid  before  our  readers  an  authoritative 
exposition  of  the  true  legal  meaning  of  the  word  Currency,  and 
the  subjects  which  are  included  in  it.  We  see  by  a  series  of 
decisions  which  are  now  the  established  Commercial  Law  of  the 
country,  that  the  word  Currency  means  simply  Negotiability, 
and  nothing  else,  t.  f.,  that  the  property  and  the  honest  possession 
of  those  things  which  possess  this  exceptional  attribute  are 
inseparable,  contrary  to  the  general  principle^  of  the  common 
law  regarding  stolen  goods,  merchandise,  and  cattle.  And  what 
does  this  exceptional  class  of  articles  include  ?  Why,  Money,  and 
all  Negotiable  Securities  to  pay  money  of  aU  sorts  and  forms, 
bank  notes,  cheques,  bills  of  exchange,  promissory  notes,  bonds 
of  all  sorts ;  in  fact,  money,  and  every  kind  of  negotiable  engage- 
ment to  pay  money. 

It  will  be  seen,  then,  that  in  strict  legal  phraseology  the  word 
Currency  can  only  be  applied  to  those  rights  which  are 
recorded  on  some  material.  An  abstract  Right  cannot  be  lost, 
mislaid,  or  stolen  and  passed  away  in  commerce.  But  if  it  be 
recorded  on  some  material  substance,  it  may  then  be  lost,  or 
stolen,  and  sold  like  any  other  material  substance :  and  the  word 
Currency,  then,  simply  refers  to  some  legal  rules  relating  to  the 
transfer  of  the  property  in  it,  in  the  case  of  its  being  stolen  and 
passed  away  in  commerce.  For  an  obligation  to  be  capable  of 
being  Currency  in  law,  it  must  be  recorded  on  some  material  so 
as  to  be  capable  of  being  carried  in  the  hand,  or  put  away  in 
a  drawer,  and  dropped  in  the  street,  and  stolen  from  the  drawer  or 
from  a  man's  pocket,  and  carried  off  by  the  finder,  or  thief,  and 
sold  like  a  piece  of  goods.  The  word  Currency  has  no  reference 
whatever  to  any  property  it  has  of  paying,  ditscharging,  and 
closing  debts. 

Nothing,  therefore,  can  be  more  unphilosophical  prima  facie 
than  to  designate  the  articles  themselves  by  the  name  of 
Currency,  because  they  possess  the  attribute  of  Currency.  It 
is  quite  common  to  speak  of  the  Currency  of  an  opinion ;  bot  no 
one  ever  yet,  that  we  are  aware  of,  thought  of  calling  the  opiiiHm 
itself  Currency.  It  is  quite  usual  to  speak  of  the  Oanesiej  of 
the  session  of  Parliament;  but  nobody  ever  called  Ihe 
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itself  Currency.  This  very  oonfdsion  is  also  used  in  speaking  of 
bills  of  exchange ;  because  it  is  a  common  expression  to  speak  of  the 
currency  of  the  bill,  meaning  the  time  during  which  it  is  Current; 
whereas  the  bill  itself  is  called  Currency  because  the  property 
in  it  passes  by  delivery.  It  would  be  just  as  rational  to  call 
a  horse  a  velocity,  or  a  wheel  a  rotation,  as  to  call  money 
Currency ;  and  we  have  shewn  that  in  the  earlier  legal  reports  no 
one  ever  thought  of  such  a  barbarism. 

Nevertheless,  if  the  force  of  public  usage  is  too  strong  to  be 
shaken,  and  the  word  Currency  is  too  firmly  established  as  the 
designation  of  a  certain  class  of  articles  to  be  rejected,  we  must 
disregard  its  literal  legal  meaning,  and  observe  its  philosophical 
sense;  because  there  is  an  enormous  mass  of  Credit,  or  Rights, 
which  is  not  embodied  in  any  material  instrument,  and  which 
therefore  cannot  be  lost,  stolen,  or  passed  away  in  commerce 
without  the  owner's  consent:  and,  consequently,  though  these 
cannot  be  subject  to  the  legal  rules  of  Currency,  they  perform 
a  gigantic  part  in  commerce,  just  in  the  same  way  as  if  they  were 
recorded  on  paper. 

Taking  a  banker  and  his  customer  as  the  standard  case  of 
debtor  and  creditor,  if  I  have  a  right  of  action  against  my  banker 
for  money,  it  makes  not  the  slightest  difference  in  the  nature  of 
the  Right  whether  it  is  recorded  on  paper  or  not.  If  I  wish  to 
transfer  the  right  to  some  one  else,  I  may  do  it  by  means  of  a 
bank  note  or  cheque,  or  a  verbal  order  to  my  banker  to  transfer  a 
certain  quantity  of  the  credit  in  my  name  to  some  one  else's  name. 
We  have  already  shewn  that  in  Roman  law,  where  written 
instruments  were  not  used,  the  creditor,  the  debtor,  and  the 
assignee  were  obliged  to  meet,  and  the  creditor  transferred  the 
debt  orally  to  the  assignee.  This  was  a  valid  transfer.  And  such 
a  mode  of  proceeding  is  a  valid  transfer  in  English  Law  at  the 
present  day.  But  in  a  vast  number  of  cases  this  is  a  very 
clumsy  and  inconvenient  way  of  transferring  debts.  It  is 
infinitely  more  convenient  to  do  so  by  writing.  But  whether 
the  transfer  be  effected  orally  or  by  writing,  it  can  make  no 
possible  difference  in  the  nature  of  the  Right.  Consequently,  if 
I  have  a  Right  against  my  banker,  and  if  I  write  a  cheque  for  the 
purpose  of  transferring  this  Right  to  some  one  else,  this  does  not 
affect  the  nature  of  the  existing  Right :  it  is  nothing  more  than 
a  convenient  way  of  transferring  it  to  some  one  else.    Writing 
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a  dieqne  does  not  create  a  new  Bight;  it  merely  reoords  on 
paper  an  existing  Right.  And  it  eqnallj  exists  whether  it  is 
reocHtled  oa  paper  or  not.  Payment,  therefore,  by  means  of  a 
bank  note,  a  dieqne,  or  a  bank  credit,  is  afaoolately  the  same. 
Now,  bank  notes  and  cheques  are  Currency  in  strict  legal 
phraseology;  but  bank  credits  are  not  Currency,  because  they 
cannot  be  lost,  mislaid,  stolen,  and  passed  away  in  commerce 
without  the  consent  of  the  owner. 

So  also  of  a  book  credit,  or  book  debt,  in  a  tradesman's  books. 
If  I  buy  goods  from  a  tradesman  on  credit,  that  credit  has 
performed  exactly  the  same  part  in  CmcuLATDro  the  goods  as 
money :  because  we  have  expressly  defined  Circulation  to  be  the 
sale  of  goods  for  money  or  credit,  and  the  credit  has  been 
equally  the  medium  of  circulation,  or  sale,  whether  it  is 
recorded  on  paper  or  not;  but  it  is  not  Currency,  because 
it  cannot  be  dropped  in  the  streets,  stolen,  and  transferred  to  some 
one  else  by  manual  delivery. 

I^  then,  we  are  compelled  to  adopt  this  barbarism,  and  employ 
the  word  Currency  as  a  philosophical  term,  it  must  most 
manifestly  be  extended  to  indude  l^nk  credits  or  deposits,  book 
credits,  and  verbal  credits  of  all  descriptions. 

And  this  is  exactly  what  commercial  law  does.  It  treats  any 
fann  of  credit  payable  by  a  banker  on  demand,  as  money  or  cash, 
no  matter  whether  it  be  a  bank  note,  a  cheque,  ot  a  bank  credit. 
They  are  all  in  the  eye  of  the  law  equally  payment :  that  is,  none 
of  them  are  legal  money:  that  is,  a  debtor  cannot  OHupel  his 
creditor  to  take  them  in  payment  of  a  debt :  but  if  he  chooses  to 
do  so  without  objectioD,  they  all  stand  on  exactly  the  same 
footing  as  payment.  The  case  of  bank  notes  is  so  well  known 
that  we  need  not  cite  any  authorities.  With  r^ard  to  cheques. 
Lord  Mansfield  said,  in  Grant  v.  Vaughofiy  that  a  cheque  is  the 
same  thing  as  a  bank  note.  In  Pearce  v.  Davis  {i  Moo.  &  Bob.), 
Pattesox,  J.,  said  that  a  cheque  "  operates  as  payment  until  it 
has  been  presented  and  refused."  So  in  Jones  v.  Arthur  (8  DowL, 
442),  Coleridge,  J.,  held  that  tender  of  payment  by  cheque  is 
good  nnleffi  objected  to  on  that  account.  Also  in  Bevan  y.  ffUl 
(S  Camp.,  381),  where  a  person  having  accepted  a  dieque  in 
paym^it,  and  het  it,  and  the  banker  &iled,  having  funds  to 
me^  the  cheque.  Lord  Ellenborough  held  that  Uie  cbeqiie 
payment. 
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the  next  subject  of  gift  which  the  plaintiflfe  deny  to  be  incladed 
in  the  gift  of  *  monejB/  is  as  to  the  balances  of  the  testator  at 
his  banker's.  The  testator  seems  to  have  had  balances  upon  a 
current  account,  and  balances  upon  a  deposit  account.  Now,  the 
balance  upon  the  current  account  certainly  passed.  It  is  also  my 
opinion  that  the  money,  the  evidence  of  which  was  the  deposit 
notes,  also  passed  under  the  description  of  moneys.  It  has  been 
maintained  in  argument,  that  the  deposit  notes  are  the  vouchers 
given  by  the  bankers  with  whom  the  deposits  were  made  as 
security  for  money,  and  they  have  been  likened  to  the  case  of 
money  secured  by  a  bond.  It  is  said  that  the  balance  due  is 
simply  a  debt,  and  the  deposit  note  is  evidence  of  the  debt,  just  as 
a  bond,  which  shews  a  debt,  and  binds  the  obligor  to  the  pajment 
of  it.  But  moneys  deposited  by  a  testator  with  his  bankers,  on  a 
deposit  account,  the  balance  carrying  interest,  is  so  much  money 
at  the  disposal  of  the  testator,  and  is  as  readily  accessible  by  him 
as  moneys  in  an  ordinary  current  account.  The  fact  that  interest 
is  allowed  upon  these  deposits,  is  a  reason  for  the  depositor  more 
reluctantly  drawing  upon  his  deposit  account ;  but  in  point  of 
fact,  there  is  no  distinction  at  all  shewn  to  me  upon  the  custom 
of  the  bankers.  The  bankers  have  been  examined  in  this  case, 
and  the  habit  is  so  notorious  on  this,  that  it  would  not  require 
evidence  to  shew  that  where  a  banker  holds  money  for  which  he 
gives  a  deposit  note,  it  is  just  as  accessible  to  his  customer  as  if  it 
were  held  on  a  current  account. 

"If  a  customer  having  a  balance  of  £10,000  at  his  banker's, 
wants  £1,000,  he  must  take  a  piece  of  paper  and  deliver  it  to  the 
bankers  before  the  bankers  would  pay  him  the  money  which  they 
hold  for  him.  Now,  with  respect  to  the  deposit  money,  the  cus- 
tomer, if  he  wants  that  money,  or  any  part  of  it,  must  bring  the 
deposit  receipt  instead  of  an  ordinary  cheque  ;  but  that  does  not 
make  it  less  accessible  to  him  than  if  the  bankers  held  it  liable  to 
be  paid  on  cheques.  If  the  slightest  doubt  were  cast  upon 
the  accessibility  of  a  depositor's  money  which  a  banker  holds 
on  deposit  receipts,  it  would  soon  put  an  end  to  the  account 
altogether. 

"  My  decision  proceeds  upon  this,  that  as  to  the  deposit  notes,  as 
much  as  to  the  cun'cnt  account,  the  relation  of  banker  and  cus- 
tomer exists;  that  the  bankers  holding  money  of  a  customer, 
whether  on  a  deposit  account  or  a  current  account,  unless  there  is 
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Bome  express  contract  to  take  it  out  of  the  ordinary  case  of  deposit, 
holds  it  as  money,  and  as  money,  so  readily  accessible  to  the  cos- 
tomer  on  the  relation  of  banker  and  cnstomer,  that  it  is  held  to 
pass  nnder  the  description  of  money  generally." 

8.  The  importance  and  the  practical  bearing  of  these  investi- 
gations and  decisions  are  evident.  In  modern  times  private 
bankers  discontinued  issuing  notes,  and  merely  created  Credits  in 
their  customers'  favour  to  be  drawn  against  by  Cheques.  These 
Credits  are  in  banking  language  termed  Deposits.  Now  many 
persons  seeing  a  material  Bank  Note,  which  is  only  a  Bight  re- 
corded on  paper,  are  willing  to  admit  that  a  Bank  Note  is  cash. 
But,  from  the  want  of  a  little  reflection,  they  feel  a  difSculty  with 
regard  to  what  they  see  as  Deposits.  They  admit  that  a  Bank 
Note  is  an  "  Issue,"  and  "  Currency,"  and  "  Circulation,"  but  they 
fail  to  see  that  a  Bank  Credit  is  exactly  in  the  same  sense  equally 
an  "  Issue,"  "  Currency,"  and  "  Circulation." 

When  a  banker,  in  exchange  for  money,  or  in  exchange  for  the 
purchase  of  a  Bill  of  Exchange,  gives  his  Notes  to  his  customer, 
he  creates  and  Issues  a  Right  of  Action  against  himself,  which 
the  customer  may  transfer  to  any  one  else.  But  also  when  a 
banker  in  exchange  for  money,  or  in  exchange  for  a  Bill  of  Ex- 
change, creates  a  Credit  in  his  books  in  his  customer's  favour,  he 
equally  creates  and  "  Issues"  a  Right  of  Action  against  himself; 
and  by  delivering  a  cheque  book  to  his  customer  he  thereby 
engages  to  pay  the  Credit  to  any  one  else  to  whom  his  customer 
may  transfer  it.  Either  form  of  Credit,  therefore,  is  equally  the 
Issue  of  a  Right  of  Action  to  the  customer.  He  has  exactly  the 
same  right  to  demand  payment  of  his  Credit  frgm  the  banker, 
and  exactly  the  same  right  to  transfer  it  to  any  one  else,  whether 
it  be  by  Note  or  by  Cheque. 

Unreflecting  persons  see  only  so  many  figures  in  a  book  ;  they 
are  startled  at  hearing  them  called  Wealth :  but,  in  fact,  these 
figures  are  only  the  evidence  of  so  many  transferable  rights  of 
action  in  the  persons  of  the  bankers'  creditors.  These  Rights  are 
just  as  much  ''issued"  and  in  "circulation"  as  if  they  were 
Notes.  They  are  equally  liabilities  to  pay  on  demand.  No  doubt 
it  is  usual  in  bank  returns  to  distinguish  between  Notes  and 
Credits ;  but  suppose  they  were  not  so  distinguished,  but  merely 
called  liabilities,  would  not  every  one  see  that  they  stand  on 
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exactly  the  same  footing?  Would  any  one  then  make  any 
difference  between  them? 

Thns  these  Bank  Credits,  or  Depodts,  are  a  mass  of  Property, 
just  like  so  mnch  com  or  timber ;  they  are  Petunia,  BanOy  Be^ 
Merx ;  they  are  now,  thoogh,  of  coarse,  legally  only  debts,  for  ail 
practical  purposes  the  current  coin  of  conmieroe :  and  the  great 
medium  of  payment  of  the  country :  and  specie  is  now  only  used 
occasionally,  and  as  a  supplement  to  payments  in  Credits  of 
different  forms. 

Nothing  can  be  more  unfortunate  or  misleading  than  tlie 
expression  which  is  so  frequently  used  that  banking  is  only 
the  '^  Economy  of  Capital,'*  and  that  the  business  of  a  banker 
is  to  borrow  money  from  one  set  of  persons  and  to  lend  it  to 
another  set.  Bankers,  no  doubt,  do  collect  sums  from  a  vast 
number  of  persons,  but  the  peculiar  essence  of  their  business  is, 
not  to  lend  that  money  to  other  persons,  but  on  the  basis  of  this 
bullion  to  create  a  vast  superstructure  of  Credit ;  to  multiply  their 
promises  to  pay  many  times :  these  Credits  being  payable  on 
demand  and  performing  all  the  functions  of  an  equal  amount  of 
cash.  Thus  banking  is  not  an  Economy  of  Capital,  but  an  in- 
crease of  Capital ;  the  business  of  banking  is  not  to  lend  money, 
but  to  create  Credit :  and  by  means  of  the  Clearing  House  these 
Credits  are  now  transferred  from  one  bank  to  another,  just  as 
easily  as  a  Credit  is  transferred  from  one  account  to  another  in  the 
same  bank  by  means  of  a  cheque.  And  all  these  Credits  are  in 
the  ordinary  language  and  practice  of  commerce  exactly  equal  to 
so  much  cash  or  Currency. 

9.  After  the  authoritative  exposition  we  have  given  above  of 
the  real  meaning  of  the  word  Currency,  and  the  judicial  de- 
cisions of  what  it  includes,  it  is  rather  a  work  of  supererogation 
to  cite  the  opinions  of  lay  writers.  The  controversies  as  to  the 
meaning  of  Currency  did  not  arise  until  Smith  had  been  seyeral 
years  in  his  grave  ;  but  we  think  that  no  one  who  reads  his  work 
can  form  any  doubt  but  that  bills  of  exchange  are  necessarily 
included  under  his  designation  of  paper  money.  The  question, 
however,  is  extremely  unimportant,  and  would  take  far  too  much 
space  to  examine  thoroughly. 

The  first  occasion  on  which  we  have  met  the  term  Circulating 
Medium  is  in  the  debate  on  the  Bank  Restriction  Act,  1797,^  in 

'  Parliameniary  Uistory  of  England ^  Vol.  XXXIII. ,  p.  340. 
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which  Mr.  Fox  said  he  wished  that  gentlemen, ''  instead  of  amusing- 
themselves  with  new  terms  of  '  Circulating  Medium  *  and  the 
like,"  which  shews  that  it  must  then  have  been  of  very  recent 
introduction.  Mr.  Pitt,  in  his  reply,  said — ''A&  so  much  has  been 
said  upon  the  nature  of  a  Circulating  Medium,  he  thought  it 
necessary  to  notice  that  he  did  not  for  his  own  part  take  it  to  be 
of  that  empirical  kind  which  had  been  generally  described.  It 
appeared  to  him  to  consist  in  anything  that  answered  the  great 
purposes  of  tr^e  and  commerce,  whether  in  specie,  paper,  or  any 
other  term  that  might  be  used."  It  is  quite  evident,  therefore, 
that  biUs  of  exchange,  cheques,  and  bank  credits  would  all  be 
included  under  such  a  designation,  because  they  all  effect  the 
circulation  of  merchandise. 

The  first  place  in  which  we  have  met  the  doctrine  that  the  word 
Currency,  or  Circulating  Medium,  is  to  be  restricted  to  specie  and 
Bank  Notes  only,  is  in  a  letter  of  Mr.  Boyd,  a  well  known 
financial  agent,  to  Mr.  Pitt.  He  says,  p.  2 — "By  the  words 
^ Means  of  Circulation,'  'Circulating  Medium,'  and  'Currency,' 
which  are  used  almost  as  synonymous  terms  in  this  letter,  I 
understand  always  ready  money,  whether  consisting  of  Bank 
Notes  or  specie,  in  contradistinction  to  Bills  of  Exchange,  Navy 
Bills,  Exchequer  Bills,  or  any  other  negotiable  paper,  which  form 
no  part  of  the  circulating  medium,  as  I  have  always  understood 
the  term.  The  latter  is  the  circulator;  the  former  are  merely 
objects  of  circulation."  But  Mr.  Boyd,  in  his  preface,  says — 
"  But  from  the  mere  return  of  bank  notes  (without  that  of  the 
balances  on  the  hooks,  for  which  the  bank  is  likewise  liable,  and  of 
the  specie  in  its  coffers)  no  accurate  estimate  can  be  formed  of  the 
positive  diflFerence  between  the  present  and  the  former  circula- 
tion." Mr.  Boyd  therefore,  expressly  includes  Bank  Credits,  or 
Deposits,  under  the  title  Currency,  and  as  his  notion  of  Currency 
was  ready  money,  it  is  quite  evident  that  Cheques  were  also 
Currency  in  his  opinion,  because  we  have  seen  that  Mercantile 
Law  considers  Bank  Notes,  Cheques,  and  Bank  Credits,  as  all 
equally  ready  money. 

Whether  this  opinion  of  Mr.  Boyd's  gained  any  adherents  we 
cannot  say ;  but,  in  opposition  to  this  novel  doctrine,  Mr.  Heniy 
Thornton,  one  of  the  authors  of  the  Bullion  Report,  said* — "A 
multitude  of  bills  pass  between  trader  and  trader  in  the  country 

»  Inquiry  into  the  Nature  and  Efeets  of  iJie  Paper  Credit  of  Great  Britain,  p.  40.  * 
VOL.  II.  X 
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in  the  manner  that  has  been  described  ;  and  thej  evidently  form, 
in  the  strictest  sense,  a  part  of  the  Circulating  Medium  of  the 
country."  And  in  a  note  on  this  passage  he  says — **  Mr.  Boyd,  in 
his  publication  addressed  to  Mr.  Pitt  on  the  subject  of  the  Bank 
of  England  issues,  propagates  the  same  error  into  which  many 
others  had  fallen,  of  considering  bills  as  no  part  of  the  circnla- 
ting  medium  of  the  country."  After  quoting  th^  above  passage 
from  Mr.  Boyd,  he  sa^s — "  It  will  be  seen  in  the  progress  of  this 
work,  that  it  was  necessary  to  clear  away  much  confusion  which 
has  arisen  from  the  want  of  a  sufficiently  full  acquaintance  with 
the  several  kinds  of  paper  credit,  and,  in  particular,  to  remove 
by  a  considerable  detail^  the  prevailing  errors  respecting  the 
nature  of  bills,  before  it  could  be  possible  to  reason  properly  upon 
the  effects  of  paper  credit." 

Certainly  no  influential  person  at  that  time  adopted  snch  an 
opinion,  and  we  may  quote  a  passage  from  the  speech  of  the 
Marquis  of  Tichfield,  one  of  the  most  distinguished  of  the  rising 
men  of  the  day,  on  Mr.  Western's  motion,  in  1822,  regarding  the 
Act  of  1819.  He  said — "Economy  of  money  was,  by  contri- 
vances to  spare  the  use  of  it,  according  to  the  description  of  his 
right  honourable  friend;  by  substitution  of  the  precious  metals  in 
the  shape  of  Toluntury  credit.  Every  new  contrivance  of  this 
kind,  and  every  one  improved,  liad  that  tendency.  When  it  was 
considered  to  how  great  an  extent  these  contrivances  had  been 
practised,  ifi  the  various  modes  of  verbaly  hooky  and  circulating 
credits,  it  was  easy  to  see  that  the  country  had  received  a  great 
addition  to  its  Curreiuy,  This  addition  to  the  Currency  would,  of 
cmirse,  have  t/ie  sanu  effect  as  if  gold  had  been  increased  from  the 
mines''  Here,  therefore,  we  see  it  explicitly  stated  that  credit,  in 
all  its  shapes  and  forms,  was  independent,  exchangeable  property, 
of  the  value  of,  and  producing  the  same  effects  as,  gold. 

10.  A  few  traces  of  Mr.  Bovd's  opinion  may  be  discovered  in 
certain  writers  after  this  period ;  but,  as  this  view  was  most 
prominently  brought  forward  before  the  Committee  of  1840,  we 
may  pass  at  once  to  that. 

Mr.  J.  B.  Smith,  President  of  the  Chamber  of  Commerce  of 
Manchester,  said  that  he  thought  Circulation  and  Currency  were 
the  same  (Q.  40) ;  that  deposits  were  Currency,  which  was,  in 
act,  another  word  for  liabilities. 
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70.  Ut.  ffConmll :  There  is  another  description  of  paper  in 
circulation,  namely,  bills  of  exchange ;  do  jou  include  those  also 
in  jour  description  of  the  Currency  ? — I  do  not  consider  bills  of 
exchange  as  Currency. 

71.  "What  is  the  difference  between  a  bill  of  exchange  which 
is  passing  from  hand  to  hand  and  commanding  property  in 
return  for  it,  and  a  bank  note  which  is  performing  the  same 
functions,  supposing  each  to  be  worth  £100  ? — I  consider  a  bill 
of  exchange  to  be  a  debt. 

72.  "  Is  not  a  bank  note  a  debt  ? — The  difference  between  a 
bill  of  exchange  and  currency  would  be  this,  that  currency  would 
discharge  the  debt ;  the  payment  of  a  bill  of  exchange  is  not  the 
dischai^e  of  a  debt  till  it  is  due. 

78.  Mr,  Smith:  "Supposing  this  case  to  happen,  that  the 
same  bill  of  exchange  passed  through  a  banker's  hands  six 
times  in  one  day  on  the  account  of  different  persons  having 
accounts  with  this  bank,  should  you  not  say  that  that  bill  of 
exchange  discharged  the  functions  of  currency? — It  is  a  mere 
transfer,  after  all,  from  hand  to  hand,  with,  every  time  it  is 
indorsed,  an  additional  security. 

79.  "Supposing  it  not  to  be  indoraed,  can  you  point  out  the 
difference  between  that  and  a  Bank  of  England  note  ? — ^The 
difference  between  a  Bill  of  Exchange  and  a  Bank  of  England 
note  in  any  transaction,  is  that  a  Bill  of  Exchange  is  a  debt,  and 
it  continues  a  debt  till  it  is  discharged  by  a  Bank  of  England 
note,  or  by  some  other  Currency,  which  is  a  full  discharge  of 
the  debt. 

80.  Sir  R.  Feel:  What  does  a  Bank  of  England  note  profess 
upon  the  face  of  it ;  is  it  not '  I  promise  to  pay '  ? — Precisely  so. 

81.  "  Is  not  that  evidence  of  a  debt  ? — Certainly,  but  it  is  legal 
tender. 

82.  "  Supposing  a  law  were  passed  permitting  a  gold  circula- 
tion to  continue,  and  prohibiting  the  issue  of  notes  by  the  Bank, 
do  you  not  think  that  the  measure  which  traders  would  resort  to 
would  be  to  supply  the  deficiency  by  Bills  of  Exchange  ? — It  is 
probable ;  it  might  be  so. 

83.  "Would  not  they  answer  the  purposes  of  Currency? — Bills 
of  Exchange  do  not  perform  the  functions  of  Currency,  but  they 
are  instruments  by  which  commodities  are  exchanged,  eqoaU^ 
with  every  other  mode  of  Credit,  but  requiring  money 
discharge. 
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84.  ''Thongh  there  is  a  difference  in  the  natore  oi  the  traiunc- 
tions  between  the  is8ne  of  a  note,  payable  on  demand,  and  passing 
of  a  bill  of  exchange,  is  there  any  snbetantial  difference  in  their 
sensible  effect  on  the  Cnrrency  of  the  conntary  ? — I  do  not  think 
that  Bills  of  Exchange  affect  the  Cnrrency,  though  the  Cnrrency 
has  a  very  important  influence  on  Bills  of  Exchange. 

87.  ''Do  not  yon  recollect,  that  during  the  Bank  reetrictioD 
law,  there  did  not  remain  a  circulation  of  Bank  of  England 
notes  in  parts  of  Lancashire  for  the  discharge  of  small  payniiaita» 
but  that,  in  point  of  fact,  the  great  commercial  transactions  of 
Lancashire  were  carried  on  by  the  intervention  of  Bills  of 
Exchange,  performing  the  ordinary  functions  of  currency  by 
means  of  promissory  notes  ? — Unquestionably,  and  a  very  laige 
amount  of  these  payments  are  still  in  existence. 

88.  ''  When  payments  do  take  place  by  these  means,  do  not 
Bills  of  Exchange  answer,  in  a  great  measure,  the  functions  of 
promissory  notes,  though  there  is  a  difference  in  the  character  oi 
the  transaction  between  a  Bill  of  Exchange  and  &  promissory 
note? — ^Yes,  they  are  a  medium  for  the  exchange  and  distri- 
bution of  commodities,  no  doubt. 

89.  "  They  are  the  representatives  of  commodities  ? — ^Tes ;  they 
are  representatives  of  transactions  in  commodities. 

90.  **  Tlien  are  they  not  Currency  ? — Xo,  I  do  not  think  that 
follows. 

91.  Mr.  O'Conmll:  "What  is  Currency  but  an  instrument  of 
exchange? — It  is  an  instrument  of  exchange,  but  it  is  an 
equivalent  also  for  commodities. 

92.  "  A  Bill  of  Exchange  performs  that  function,  it  assists  to 
exchange  commodities? — Yes,  a  Bill  of  Exchange  assists  in  the 
exchange  and  distribution  of  commodities. 

93.  "Then  it  has  that  function  of  Currency? — Yes,  it 
has. 

94.  "  Then,  having  that  function  of  Currency,  which,  perhaps, 
is  the  only  function,  can  you  distinguish  that  from  Currency? 
What  is  there  in  your  mind  to  induce  you  to  say  that  that  is 
not  Currency  which  performs  the  functions  of  Currency  ? — I  have 
already  explained  that  the  difference  between  a  Bill  of  Exchange 
and  Currency  is  this,  that  the  one  discharges  a  debt  and  the  other 
does  not. 

95.  Mr.  Warhurton  :  "  If  a  party  receiving  a  Bill  of  Exchange 
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indorsed,  were  to  give  you  a  receipt  in  full  for  the  pajrment  of  the 
debt,  would  not  that  Bill  of  Exchange  perform  precisely  the  same 
functions  as  a  bank  note  does  ? — Yes,  but  it  would  be  merely  a 
party  consenting  to  accept  a  debt  due  from  another  person  in  full 
discharge  of  the  debt  due  to  himself. 

96.  Mr,  Herries:  "Is  not  that  a  very  common  proceeding  in 
trade  ? — I  am  not  aware  of  that.  If  I  am  asked  whether  parties 
accept  Bills  of  Exchange  for  debts,  that  is  a  fact,  but  whether 
they  accept  them  in  full  discharge  of  a  debt  contracted,  I  am  not 
aware. 

97.  Mr.  Gislorne:  "Do  you  consider  a  £10  note  of  a  country 
bank,  a  joint  stock  bank,  to  rank  under  Currency,  or  to  rank 
under  Bills  of  Exchange  ? — Under  Currency. 

98.  Mr.  Grote:  "Suppose  there  was  a  seven-day  post  bill 
issued  by  a  banker,  would  you  consider  that  a  part  of  the 
Currency  ? — No. 

99.  Mr.  Lahmichere:  "Suppose  it  was  a  seven-day  post 
bill  issued  by  the  Bank  of  England? — No,  not  until  dis- 
charged. 

100.  Mr.  O'Conmll:  "A  cheque  on  the  Bank  is  Currency  in 
London,  is  it  not  ? — It  performs  the  function  of  Currency ;  it  is  a 
transfer  of  Currency  from  one  to  another. 

118.  Mr.  Wood:  "Will  you  define  what  you  mean  as  consti- 
tuting the  entire  Currency  of  the  country? — I  should  define 
Currency  to  be  gold  and  silver,  or  the  promises  of  bankers 
to  pay  on  demand,  which  either  constitute  a  legal  tender,  or 
which  the  public  are  willing  to  accept  in  lieu  of  coin  in  discharge 
of  debts.  I  consider  the  Currency  in  this  country  to  consist  first 
of  coin  in  circulation  ;  secondly,  of  Bank  of  England  notes  issued 
against  bullion,  and  of  Bank  of  England  notss  issued  againgt 
securities ;  thirdly,  of  deposits  in  the  Bank  of  England,  payable 
on  demand,  the  same  as  bank  notes ;  fourthly,  of  notes  issued 
by  the  country  banks ;  and  fifthly,  of  deposits  in  country  banks 
in  their  own  notes,  which  are  of  the  same  character  as  deposits  in 
the  Bank  of  England.'' 

As  to  the  meaning  of  deposits,  and  the  general  confusion  as 
to  the  way  in  which  they  ari^,  we  may  refer  to  the  exposition 
of  the  Mechanism  of  Banking  given  in  a  former  chapter. 
The  witness  was  further  examined  at  immense  length,  but  the 
above  gives  iht  substance  of  his  (pinions. 
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11.  Mr.  OoBDBi  was  of  opinicm  tbai  no  mflatfoD  of  Ibe 
Onneiii^  irodd  arise  ftom  Bilb  of  Excban^e,  provided  the 
nonej  of  fiie  ooonlsrjr  irere  nol  pfeviondy  inflated.  There 
IS  ft  gieftt  XtSodBoa  betifeen  ft  BOl  of  Stchange  and  a  bank 
note.  A  Bin  of  Kidiange  feDows  tbe  tndii^  tmoBaettoti,  and  ts 
meratf  ft  Toodier  ftr  tbe  tranaaclkmy  in  the  diape  of  a  transfer  of 
Hie  dski,  or  an  acknowiBd^psiait  of  the  debt ;  bat  a  bank  note  pat 
iitto  drcnhtioa  either  in  tiie  pmdnee  of  pobiic  secarittes  or  m  a 
ItMBiy  or  in  any  otber  way,  goea  to  the  artificial  creation  of  com- 
mercial tranaaoticHiBy  and  is  not  itself  neoeaBarilr  originated  hj 
the  tBHiflaction.  KSk  of  Exdiange  can  mnltiplT  only  in  pro- 
portion to  commercial  tranaactioDB,  proYided  the  Ceutimicj  be  kept 
as  ft  metallic  correncT;. 

Mr.  Gobden  aaid  that»  with  ft  metallic  CoRencf ,  the^e  would  be 
no  risk  dt  any  great  extent  of  aooommodation  bilk ;  an  opinion 
which  we  think  is  acarcety  warranted  by  the  reality. 

572.  Mr.SmUh:  "Inawnnch  aa  Bilh  of  Exchange  are  nsed 
at  Mancbeater  aa  an  inatrnment  of  exchange,  do  they  not  form 
part  of  the  Currency? — ^No;  I  have  defined  Ctirrencj  to  be 
money.  I  cannot  call  a  Bill  of  Exchange  money.  It  h  a  promise 
to  pay  money  at  a  certain  time,  and  it  is  a  security  only  for  a 
certain  time,  after  which  all  securities  are  forfeited.*' 

Mr.  W.  R.  Wakd  (674)  considered  Currency  to  be  coined  gold, 
silTcr,  and  copper,  and  notes  payable  on  demand,  ifisued  by  the 
Bank  of  England  and  country  banks. 

Mr.  Richard  Page  understood  Currency  to  mean  the  current 
money  of  a  country,  in  which  debts  are  discharged  and  conumn 
diti^  purchased  and  sold,  and  consisting  of  Bank  of  England 
notes  and  gold  and  silver.  Country  bank  notes  he  considered 
only  to  be  money  by  courtesy.  He  included  deposits  in  the 
Bank  of  England;  but,  as  he  gave  to  the  word  '^ deposit*'  an 
inaccurate  meaning,  we  do  not  know  what  he  would  have  dmid 
if  he  had  understood  the  real  meaning. 


12.    Mr.  Geobge  Warde  Normax,  a  Director  of  the  Bank  €f 
England,  was  asked — 

1691.  **Are  there  any  grounds  for  considering  the  deposito 
of  the  Bank  of  England  as  Currency  ? — No,  I  think  not. 

1692.  "  Do  you  consider  that  any  deposits,  merely  in  their  di«- 
racter  of  deposits,  can  be  considered  as  Currency  ? — ^No,  I  do  not 


MR.    G.   W.    NORMAN   ON    "CURRENCY."  Sll 

1693.  "Will  you  state  what,  in  your  opinion,  forms  the 
distinction  between  Currency  and  deposits? — I  consider  that, 
looking  broadly  at  deposits  and  Currency,  they  are  quite  distinct ; 
they  hare  little  to  do  with  each  other.  But  I  conceive  that  the 
use  of  deposits  is  one  of  the  banking  expedients,  which  is  avail- 
able for  economising  currency,  along  with  a  great  many  others. 
I  do  not  consider  them  as  Currency  or  money.  I  ought  to 
observe,  perhaps,  to  the  Committee,  that  I  employ  the  words 
*  money'  and  'currency'  as  synonymous.  Deposits  are  used 
by  means  of  transfers  made  in  the  books  of  bankers;  and 
these  afford  the  means  of  adjusting  and  settling  transactions, 
and  pro  (onto  dispense  with  a  certain  quantity  of  money ;  or  they 
may  be  set  off  against  each  other,  from  one  banker  to  another, 
to  a  certain  extent,  and  thus  produce  the  same  effect.  Still 
they  possess  the  essential  qualities  of  money  in  a  very  low  degree. 

1694.  "Do  you  entertain  a  similar  opinion  as  to  Bills  of 
Exchange  ? — Yes,  exactly ;  I  think  they  are  also  used  to  economise 
Currency.  I  look  upon  them  as  banking  expedients  for  that 
purpose ;  but  they  do  not  possess  fully  the  qualities  which  I 
consider  money  to  possess. 

1695.  "Will  you  explain  the  difference  between  the  functions 
which  money  will  perform  and  those  which  Bills  of  Exchange 
or  deposits  will  perform  ? — To  answer  that  question  fully,  one 
mnst,  I  am  afraid,  take  rather  a  wide  view  ;  but  I  look  upon  it 
that  the  three  most  essential  qualities  money  should  possess  are 
that  it  should  be  in  universal  demand  by  everybody,  in  all  times 
and  all  places;  that  it  should  possess  fixed  value;  and  that  it 
should  be  a  perfect  numerator.  There  are  other  qualities ;  but 
I  think  these  are  the  most  essential.  Now,  when  I  look  at  all 
banking  expedients,  I  find  they  do  not  possess  these  qualities 
fully.  They  possess  them  in  a  very  low  degre^;  and,  therefore, 
as  we  see  took  plaee  in  the  autumn  of  1835,  with  a  very  large 
increase  of  the  deposits  of  the  Bank,  the  circulation  diminished, 
and  there  are  every  appearance  of  the  effects  of  contraction  : 
there  was  an  increased  influx  of  treasure ;  and  I  conceive  from 
that  there  were  lower  prices.  By  a  numerator  I  mean  that  which 
measures  the  value  of  other  commodities  with  the  greatest  possible 
facility.  If  we  look  at  all  these  banking  expedients,  we  see  that 
they  possess  the  three  qualities  which  I  have  mentioned  in  a  very 
much  lower  degree. 
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1696.  ''Win  yoo  state  in  wiiit  resped?—!  can  only  taka 
them  one  bj  one.  A  Bill  of  Exchange  is  an  inrtmment  ooinmc«i]|7< 
payable  at  some  fhtnie  time,  at  a  certain  plaoey  and  to  some 
particolar  indiyidnal ;  it  is  of  no  nse  to  any  other  indiiidnaly 
except  it  is  indorsed  to  him.  A  man  cannot  go  into  a  shop  with 
a  Bin  of  Exchange  and  bny  what  he  wants;  he  conld  not  jmj  Ul 
labonrers  with  a  Bill  of  Exchange.  The  same  with  a  ba^aoA 
depofflty  he  can  do  nothing  of  that  sort  with  that;  he  cm  do 
with  less  money  than  he  woald  otherwise  employ,  if  he  hn 
Bills  of  Exchange,  or  bankers'  deposits;  bat  he  cannot^  with 
Bills  of  Exchange.  €ft  bankers*  deposits,  do  whatoter  bs 
conld  with  sovereigns  and  shillings.  By  a  banker*8  dqxMit^ 
I  mean  a  credit  in  a  banker^s  books;  nothing  more  nor  le«  thaa 
that'' 

13.  Mr.  Sakubl  Jones  Lotd,  now  Lord  Oyebsionb,  was 
asked — 

2655.  ^  What  is  it  that  yon  inclnde  in  the  term  drcdation  ?-^ 
I  include  in  the  term  circulation,  metallic  coin,  and  pi^per  notes 
promising  to  pay  the  metallic  coin  to  bearer  on  demand.    .    .    • 

2661.  **  In  your  definition,  then^of  the  word  circulation,  yon  do 
not  include  deposits  ? — ^No,  I  do  not. 

2662.  "Do  you  include  Bills  of  Exchange ?— No,  I  do 
not. 

2663.  **Why  do  you  not  include  deposits  in  your  definition 
of  circulation  ? — To  answer,  diat  question,  I  believe  I  must  be 
allowed  to  revert  to  first  prrnciples.  The  precious  metals  are 
distributed  to  the  different  countries  of  the  world  by  the  opera- 
tion of  particular  laws,  which  have  been  investigated  and  are 
now  well  recognised.  These  laws  allot  to  each  country  a  certain 
portion  of  the  px^ecious  metals,  which,  while  other  things  remain 
unchanged,  remains  itself  unchanged.  The  precious  metals,  con- 
verted into  coin,  constitute  the'inoney  of  each  country.  That 
coin  circulates  sometimes  in  kind ;  but,  in  highly  advanced 
countries,  it  is  represented  to  a  certain  extent  by  paper. notei^ 
promising  to  pay  the  coin  to  bearer  on  demand  ;  these  notes 
being  of  such  a  nature  in  principle  that  the  increase  of  them 
supplants  coin  to  an  equal  amount.  Where  those  notes  are  in 
use,  the  metallic  coin,  together  with  those  notes,  constitnte  the 
money  or  Currency  of  that  country.    Now,  this  money  is  marked. 
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by  certain  distinguishing  characteristics  ;  first  of  all,  that  its 
amount  is  determined  by  the  laws  which  apportion  the  precious 
metals  to  the  different  countries  of  the  world ;  secondly,  that  it 
is  in  every  country  the  common  measure  of  the  value  of  all  other 
commodities,  the  standard,  by  reference  to  which  the  value  of 
every  other  commodity  is  ascertained,  and  every  contract  ful- 
filled ;  and,  thirdly,  it  becomes  the  common  medium  of  exchange 
for  the  adjustment  of  all  transactions  equally  at  all  times,  between 
all  persons,  and  in  all  places.  It  has,  fhrther,  the  quality  of  dis- 
charging these  functions  in  endless  succession.  Now,  I  conceive 
that  neither  deposits  nor  Bills  of  Exchange,  in  any  way  whatever, 
possess  these  qualities.  In  the  first  place,  the  amount  of  them  is 
not  determined  by  the  laws  which  determine  the  amount  of  the 
precious  metals  in  each  country;  in  the  second  place,  they 
will  in  no  respect  serve  as  a  common  measure  of  value,  or  a 
standard,  by  reference  to  which  we  can  measure  the  relative  value 
of  all  other  commodities ;  and,  in  the  next  place,  they  do  not 
possess  that  power  of  universal  exchangeabihty  which  belongs  to 
the  money  of  the  country. 

2664.  "Why  do  you  not  include  Bills  of  Exchange  in  cir- 
culation ? — I  exclude  Bills  of  Exchange  for  precisely  the  same 
reasons  that  I  have  stated  in  my  former  answer  for  excluding 
deposits.  There  is  another  passage  in  the  same  report  which 
appears  to  me  to  shew  very  clearly  that  the  French  Chamber 
have  fully  appreciated  the  distinction  between  Bills  of  Exchange 
and  money — *  Every  written  obligation  to  pay  a  sum  due  may 
become  a  sign  of  the  money :  the  sign  has  acquired  some  of  the 
advantages  of  circulating  money ;  because,  like  bills  of  exchange* 
it  may  be  transmitted  by  the  easy  and  prompt  method  of  indorse- 
ment. But  what  obstacles  there  are !  It  does  not  represent  at 
every  instant  to  its  holder  the  sum  inscribed  on  it ;  it  can  only  be 
paid  at  a  distant  time :  to  realise  it  at  once,  it  must  be  parted 
with.  If  one  finds  any  one  sufficiently  trustful  to  accept  it,  it  can 
only  be  transferred  by  guaranteeing  it  by  indorsement.  It  is  an 
eventual  obligation  which  one  contracts  one  self,  and  under  the 
weight  of  which,  until  it  is  paid,  one's  credit  suffers.  One  is  not 
always  disposed  to  reveal  the  nature  of  one's  business  by  the  sig- 
natures one  puts  in  circulation.  These  inconveniences  led  people 
to  find  out  a  sign  of  money  still  more  active  and  more  convenient, 
which  shares,  like  the  Bill  of  Exchange,  the  qualities  of  metallic 
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waoejf  becraw  HliaB  no  uttnr  meift  bi^  to  npvemi  i^  bolr 
wfaidi  oan  proane  it  ai  aay  mommit;  fAaiA^  lika  the  pieoe  «f 
inoDfljy  is  ftraastSrared  from  buid  to  hasui,  wifthoi^  the  necqwity  «f 
beiiiggiittnnteedyWitlioiitkaTiiigtnoes^  TlieiMits 

pftjaUe  to  bearer  on  dmandy  laBoed  faj  powecftd  aaaoeiatioBi 
Ibnned  under  the  aitfiioritf  and  acting  under  tiie  eotttimaal 
obaenatioii  of  goremniNit^  has  appeared  to  preooit  Hmt 
adfantagee.    Hence  Banka  of  dradaticn.' 

2665.  '^  Under  BimilarGinmmBtanceB,  win  the  aggrepiteaino^ 
credited  to  depoaitani  in  bankenf  hoAB  bear  aome  relatkm  to  ttw 
qnantitjofnionegriiitfaecoiintiy? — Daring  tanponffyflttctnatiem 
in  tlie  amoimt  of  drcolation,  aU  oth^  things  rfflnalning  nidi^ 

I  ccHioetTe  the  amount  of  dqpoaitB  will  be  ai&cted  bgr  aoeb 
flnetoations. 

2666.  ^Is  the  amoont  of  biDs  ef  ezdiange  d6|iaideQt  bi 
aome  degree  on  the  quantity  of  money? — ^I  a{^rehend  that  it 
ia  dq[>endent  in  a  yery  great  dq;ree.  I  consider  die  monef 
of  flie  conntiy  to  be  the  finrndatioii,  and  the  biOs  of  exxdiaiige 
to  be  the  sapeistractnrey  raised  upon  it.  I  oonodve  that 
bills  of  exchange  are  an  important  form  of  banking  operations, 
and  the  circolation  of  the  conntxy  is  the  money  in  whidi 
these  operations  are  to  be  adjusted;  any  contraction  of  the 
circalation  of  the  country  will^  of  conrse,  act  upon  credit ;  bills  of 
exchange,  being  an  important  form  of  credit,  will  feel  the  effect 
of  that  contraction  in  a  very  powerftd  degree ;  they  will,  in  &cty 
be  contracted  in  a  much  greater  degree  than  the  paper  circa- 
lation. 

2667.  Sir  Robert  Peel:  "What  are  the  elements  which 
constitute  money  in  the  sense  in  which  you  use  the  expression 
^quantity  of  money  ?'  What  is  the  exact  meaning  yon  attadi 
to  the  words  'quantity  of  money— quantity  of  metallic  Currency?' 
— ^When  I  use  the  words  quantity  of  money,  I  mean  the  quantity 
of  metallic  coin  and  of  paper  notes,  promising  to  pay  the  coin  on 
demand,  which  are  in  circulation  in  this  country. 

2668.  "  Paper  notes  payable  by  coin  ? — ^Yes. 

2669.  "  By  whomsoever  issued  ? — ^Yes. 

2670.  "  By  country  banks  as  well  as  other  banks  ? — ^Yes. 

2671.  Chairman:  "Would  this  superstructure,  consisting  of 
sums  credited  to  depositors  in  bankers*  books  and  bills  of 
exchange,  equaUy  exist,  although  no  notes  payable  in  coin  on 
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demand  existed  in  the  country? — ^Yes;  I  apprehend  that  every 
question  with  respect  to  deposits,  and  with  respect  to  bills  of 
exchange,  is  totally  distinct  j^om  the  qaestion  which  has  reference 
to  the  nature  of  the  process  of  substituting  promissory  notes 
in  lieu  of  coin,  and  of  the  laws  by  which  that  process  ought 
to  be  goTemed.  If  the  promissory  notes  be  properly  regulated, 
80  as  to  be  at  all  times  of  the  amount  which  the  coin 
would  have  been,  deposits  and  bills  of  exchange,  whatever 
changes  they  may  undergo,  would  sustain  those  changes  equally, 
either  with  a  metallic  Currency,  or  with  a  paper  Currency 
properly  regulated;  consequently,  every  investigation  respecting 
their  character  or  amount,  is  a  distinct  question  finom  that 
which  has  reference  only  to  the  substitution  of  the  paper  notes  for 
coin. 

2672.  "There  would  be  no  reason  why,  if  there  were  no 
notes  payable  in  coin  on  demand,  the  amount  of  this  super- 
structure should  be  less  than  it  now  is,  with  a  mixed  circulation 
of  specie  and  of  notes  payable  on  demand  ? — None  whatever.  I 
apprehend  that,  upon  the  supposition  that  the  paper  notes  are 
kept  of  the  same  amount  of  the  metallic  money,  the  question  of 
the  superstructure,  whether  of  deposits  or  of  bills  of  exchange 
remains  precisely  the  same. 

2673.  "That  answer  takes  for  granted  that,  in  the  first 
case,  the  metallic  Currency,  and,  in  the  second  case,  the  metallic 
Currency,  plus  the  notes  payable  on  demand,  are  the  same  in 
quantity  ? — Yes. 

2674.  Sir  Robert  Peel:  "You  suppose  the  notes  payable 
on  demand  to  displace  an  amount  of  coin  precisely  equal  to  those 
notes?— They  ought  to  be  so  under  a  proper  regulation  of  the 
paper  money,  otherwise  they  are  not  kept  at  the  same  value  as 
coin. 

2675.  Mr,  Attwood:  "Would  you  consider  that  the  super- 
structure of  bills  of  exchange,  founded  entirely  upon  a  metallic 
Currency,  might,  at  particular  times,  become  unduly  expanded  ? — 
The  answer  to  that  question  depends  entirely  upon  the  precise 
meaning  of  the  word  *  unduly.'  I  apprehend,  undoubtedly,  that 
it  is  perfectly  possible  that  credit,  and  the  consequences  which 
sometimes  result  from  credit,  viz.,  over-banking  in  all  its  forms, 
and  the  over-issue  of  bills  of  exchange,  which  is  one  important 
form  of  over-banking,  may  arise  with  a  purely  metallic  Currency ; 
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and  it  may  alao  arise  wiOi  a  correncj  oonaiating  jointly  of  metaDio 
money  and  paper  notes  promising  to  pay  in  coin ;  and  I  conceive 
ftirther,  that  if  the  notes  be  properly  regulated,  that  is,  if  thej 
be  kept  at  the  amount  which  the  coin  othOTwise  would  be, 
whatever  over-banking  would  have  arisen  with  a  metallio 
Currencyy  would  arise,  and  to  &e  same  extent^  neither  more  or 
less,  wiUi  money  consisting  of  metallic  coin  and  paper  notes 
jointly. 

2676.  ^'May  not  over-banking  and  over-issue  of  bills  of 
exchange,  forming  a  superstructure  based  upon  money  oonqxiaed 
Gt  metal  and  paper  notes,  derange  the  certainty  of  the  notes 
being  duly  paid  in  gold? — ^I  i^prehend  that  if  the  pqier  notes 
be  properly  regulated,  according  to  the  sense  which  I  have 
ahready  attributed  to  that  expression,  and  if  a  proper  prq^iortion 
of  gold  be  held  in  reserve,  the  solidity  of  the  basis  cannot  be 
disturbed ;  that  is,  that  if  there  be  a  proper  contraction  of  the 
paper  notes  as  gold  goes  out^  the  convertibility  of  the  paper 
system  will  be  effectually  preserved  by  the  continually  increasing 
value  of  the  remaining  quantity  of  the  Currency,  as  the  con- 
traction proceedfl." 

About  this  period,  and  for  a  long  time  preceding,  the  greatest 
part  of  the  Circulating  Medium  of  Lancashire  were  bills  of 
exchange,  which  sometimes  had  150  indorsements  on  them  before 
they  came  to  maturity.    Lord  Overstone  was  asked — 

302G.  ''Does  not  the  principal  circulation  of  Lancashire 
consist  of  bills  of  exchange  ? — As  I  contend  that  bills  of  exchange 
do  not  form  a  part  of  the  circulation,  of  course,  I  am  bound,  in 
answer  to  that  question,  to  say  no. 

8027.  "Is  there  not  a  large  quantity  of  bills  of  exchange 
in  circulation  in  Lancashire? — Undoubtedly,  wherever  a  large 
mass  of  mercantile  or  trading  transactions  take  place,  there 
will  exist  a  large  amount  of  bills  of  exchange ;  and  that  is  the 
case,  to  a  great  extent,  in  Lancashire. 

8028.  "  Do  not  the  bills  exceed  to  an  immense  amount,  Qie 
issue  of  notes  payable  on  demand  in  Lancashire  ? — Undoubtedly 
they  do,  to  a  great  amount." 

14.  Mr.  Hume  had  a  long  fencing  match  with  Lord  Overstone 
as  to  the  distinction  between  Bank  Notes  and  Deposits.  Lord 
Overstone  admitted  that  a  debt  might  be  discharged  either  by 
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the  transfer  of  a  Bank  Note,  or  by  the  transfer  of  a  Credit  in 
the  books  of  the  Bank:  but  he  strongly  contended  that  Bank 
Notes  are  money,  and  that  Bank  Credits,  or  Deposits,  are 
not. 

8148.  "  Do  you  consider  any  portion  of  the  deposits  in  the  Bank 
of  England  as  money  ? — I  do  not. 

8150.  "Could  20,000  sovereigns  have  more  completely  dis- 
charged the  obligation  to  pay  the  £20,000  of  bills  than  the 
deposits  did  ? — ^Where  two  parties  have  each  an  account  with 
a  deposit  bank,  a  transfer  of  the  credit  from  one  party  to  the 
credit  of  another  party,  may  certainly  discharge  an  obligation  in 
the  same  manner,  and  to  the  same  extent  to  which  sovereigns 
would  have  discharged  that  obligation 

3169.  "Will  not  the  debt  between  the  two  be  discharged 
thereby  ? — Yes. 

8170.  "In  the  one  case  I  have  supposed  that  payment  of 
£1,000  was  made  by  means  of  notes  in  circulation  ;  payment  was 
made  by  the  delivery  of  these  notes  from  one  hand  to  another, 
and  they  are  transported  from  place  to  place :  but  in  the  case 
of  a  payment  made  by  means  of  a  transfer  in  the  books  of  the 
Bank  from  one  account  to  another,  I  ask  you  are  not  those 
payments  equally  valid,  and  would  not  the  debt  be  discharged 
equally  in  either  case?— In  the  one  case  the  debt  has  been 
discharged  by  the  use  of  money :  in  the  other  case  the  debt 
has  been  discharged  without  the  necessity  of  resorting  to  the  use 
of  money,  in  consequence  of  the  economising  process  of  deposit 
business  in  the  Bank  of  England. 

3171.  "Can  the  debt  of  £1,000  which  one  person  owes  to 
another  be  discharged,  without  money  being  paid,  or  its  value  ? — 
A  debt  of  £1,000  cannot  be  discharged  without,  in  some  way  or 
other,  transferring  the  value  of  £1,000 ;  but  that  transfer 
of  value  may  certainly  be  effected  without  the  use  of 
money. 

8172.  "Was  not  the  deposit  transfer  in  the  Bank  of  England, 
to  satisfy  that  debt  of  £1,000  of  the  same  value  as  the  £1,000 
notes  which  passed  in  the  other  case  ? — ^A  credit  in  the  Bank  of 
England  I  consider  is  of  the  same  value  as  the  same  nominal 
amount  of  money ;  and  if  the  credit  be  transferred,  the  same 
value  I  consider  to  be  transferred  as  if  money  of  that  nominal 
amount  had  been  transferred 
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t5an  by  law  compel  his  creditor  to  take  in  payment  of  a 
debt. 

Lord  Overstone  farther  said  (8082)—"  When  I  give  a  definition 
of  "  Currency,"  of  course  it  is  Currency  in  the  abstract :  it 
is  that  which  Currency  ought  to  be :  that  definition  properly 
laid  down  and  properly  applied,  will  include  paper  notes  payable 
on  demand,  and  it  will  exclude  bills  of  exchange." 

Here  again  Lord  Overstone  is  absolutely  wrong.  It  will  be 
seen  from  the  judicial  decisions  given  above,  that  it  is  perfectly 
impossible  to  frame  a  true  definition  of  Currency  which  shall 
include  bank  notes  and  exclude  bills  of  exchange  :  and,  moreover, 
no  bank  notes  in  England,  except  Bank  of  England  notes,  are 
money  ;  because  no  debtor  can  compel  his  creditor  to  take  any 
Bank  Notes  in  payment  of  a  debt,  except  Bank  of  England 
Notes,  and  these  only  so  long  as  the  Bank  pays  them  in  money 
on  demand.  If  the  Bank  were  to  stop  payment.  Bank  of 
England  Notes  would  immediately  cease  to  be  legal  tender:  a 
consideration  which  will  be  found  of  the  greatest  importance  when 
we  come  to  investigate  the  mechanism  and  operation  of  the  Bank 
Charter  Act  of  ISU. 

15.  Mr.  TooKE  was  asked — "  In  using  the  term  'circulation '  of 
the  Bank  of  England,  what  do  you  include  in  that  term  ? — I 
include  in  that  term  only  the  Bank  notes  in  the  hands  of  the 
public.  In  order  to  avoid  confusion,  perhaps  the  Committee 
would  allow  me  to  state  the  meaning  which  I  attach  to  the 
different  terms  'Currency'  and  'Circulating  Medium.'  The 
Currency  I  consider  to  be,  in  strictness  of  language,  according  to 
the  apparent  derivation  of  the  term,  that  part  of  the  circulating 
medium,  such  as  the  coin  of  the  realm,  and  Bank  of  England 
notes  and  country  bank  notes  (although  not  a  legal  tender), 
which  pass  current  from  hand  to  hand,  without  individual 
signature,  such  as  appears  on  drafts  or  indorsements.  I  am 
doubtful  whether  cheques  on  bankers  might  not  be  included, 
from  their  perfect  similarity  to  bank  notes,  in  many  of  the 
purposes  for  which  they  are  employed ;  at  the  same  time,  there 
is  the  feature  of  distinction  which  I  have  mentioned,  viz.,  that 
cheques  require  the  signature  of  the  party  passing  the  draft, 
and  that  they  do  not  pass  from  hand  to  hand.  BiUs  of  exchange 
I  consider  as  a  part  of  the  general  means  of  distributing  the 
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productaoiiB  and  reTennes  of  the  ooanliry,  and,  therdbre»  ci  eat' 
Btifcotiog  a  part  of  the  drciilating  medium.  I  ooDflider,  div 
tiiat  the  nmple  credits  by  which  goods  Bze,  in  many  inirtMicfiii, 
boQj^t  and  acrid,  come  likewise  under  the  general  description  of 
the  circolating  medinm,  in  as  &r  as  the  prices  of  CMnmudiiiss 
are  in  qnestion :  becanse  a  simple  contract  of  sale,  whether  mof 
payment  eventually  passes  or  not,  is  commonly  entered  in  At 
price  conrents  without  distinctions  flxmi  those  tor  whidi  mj 
actual  payment  is  made.  I  cannot  consider  that  tranaflonUe 
debts  constitute  droulating  medium,  but  only  the  actual  tnuMflsA 

8279.  "What  do  you  mean  by  (arausferable debts?— The  de- 
posits in  the  hands  of  bankers,  against  whidi  the  depoeitan  sis 
entitled  to  pass  their  drafts. 

8280.  Mr.  Orote:  ^ You  indude,  not  simply  tramfiBn  of  de- 
posits in  the  hands  of  the  Bank  of  England,  but  also  tsmuflBn  of 
deposits  in  the  hands  of  other  bankers  ? — ^Yes ;  traosfan  of  ds* 
posits  generally. 

8281.  Chapman:  "Do  you  then  consider  a  deposit  to  be 
a  transferable  debt  owing  by  the  banker  to  the  depositor  ? — ^Tes. 

8282.  "In  the  use  of  the  term  *  Currency'  in  your  future 
examination^  do  you  propose,  in  addition  to  coin.  Bank  of  England 
notes,  and  country  bank  notes,  to  include  cheques  upon  bankers  ? — 
Tes ;  I  think  upon  the  whole  the  distinction  I  have  mentioned  is 
not  sufficient  to  exclude  them,  and,  therefore,  I  shall  propose  to 
consider  them  as  included. 

8283.  Mr.  Warbtirton:  "By  cheques,  you  mean  cheques 
actually  drawn,  and  passing  from  one  person  to  another  ? — ^Yes ; 
that  which  is  current,  in  fact. 

8284.  "Will  you  be  good  enough  to  state  what  you  propose 
to  include  in  the  word  *  circulation '  in  the  course  of  your  future 
examination? — I  propose  to  include  in  the  term  'circulation' 
the  notes  of  the  Bank  of  England,  and  of  country  banks,  payable 
on  demand. 

8285.  "What  do  you  mean  by  'circulating  medium'? — I 
mean  all  instruments  of  interchange  by  which  the  productions 
and  the  revenue  of  the  country  are  distributed;  everything 
which  serves  and  is  received  as  a  mode  .of  payment,  or 
which  constitutes  nominal  money-price  which  appears  in  {H-ioe 
currents. 

3286.  Mr.  Orote :  "  There    is    the  Currency,  and  there  are 
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also  certain  expedients  for  economising  the  nse  of  the  Currency ; 
yon  would  call  both  one  and  the  other  of  those  portions  of  the 
circulating  medium  ? — Precisely. 

3287.  "Do  you  include,  in  the  word  *  Currency/  bills  of 
exchange  ? — ^No. 

8288.  "If  you  include,  in  the  term  'Currency,'  a  crossed 
cheque,  payable  at  a  banker's,  to  be  presented,  therefore,  at  the 
Clearing  House,  and  haying,  therefore,  before  presentation  not 
more  than  seven  or  eight  hours  to  run,  why  is  it  that  yon  do  not 
include  in  the  term  '  Currency '  a  bill  of  exchange  payable  also  at 
a  banker's,  falling  due  to-morrow,  and  having,  probably,  not 
more  than  about  24  hours  to  run  ? — It  is  only  a  question  of  the 
general  acceptance  of  the  term  ;  there  is  no  essential  distinction 
in  the  particular  case.  I  may,  perhaps,  be  allowed  to  say,  that 
the  only  question  as  to  the  employment  of  dififerent  descriptions 
of  circulating  medium  is  referable  to  the  combined  considerations 
of  economy,  convenience,  and  security. 

3289.  "  If  the  cheque,  according  to  the  supposition  in  the 
former  question,  be  included  in  the  term  *  Currency,'  will  not  a 
bill  of  exchange,  due  to-day,  payable  at  a  banker's,  be  entitled 
also  to  be  included  in  that  term  ? — It  is  only  a  question  of  con- 
venience in  the  classification  ;  I  am  not  aware  that  it  is  of  any 
importance  in  practical  operation. 

3290.  "  Bills  of  Exchange  having,  previous  to  maturity,  one, 
two,  three,  four,  or  more  days  to  run,  differ  in  character  by 
insensible  degrees  from  a  crossed  cheque,  a  crossed  cheque  being 
that  bill  which  has  the  shortest  time  to  run  ? — They  differ  in 
character  by  insensible  degrees,  and  likewise  in  the  trifling 
difference  of  convenience  from  their  not  being  used  till  maturity, 
unless  under  a  calculation  of  discount." 

Mr.  Tooke  then  started  a  theory  which,  like  many  others,  is 
true  in  some  cases,  and  which,  we  believe,  he  was  the  first  to 
notice;  but  which  he  pushed  to  an  extreme,  which  drew  out  some 
just  strictures  from  Colonel  Torrens. 

3292.  Mr.  Hume :  "  Will  you  state  what  part  of  the  Currency, 
or  circulating  medium,  affects  prices,  under  the  definitions  which 
you  have  now  given  ? — No  one  part  of  them  affects  the  prices  of 
commodities  more  than  any  of  the  other  parts. 

3293.  Mr.  Grote :  "  Do  you  mean  not  more  in  degree,  or  not 
in  any  different  way  ? — Not  more  in  degree. 
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8294.  **  ToQ  mean  that  every  portkm  rf  fhal  wfaidi  joit  bsfii 
deecribed  under  the  name  'circnlating  medhmi*  n  perftedtf 
equal  to  erery  other  portion  in  the  eiBBct  which  it  prodncei  i^en 
pricea  ? — Perfectly  00. 

8295.  Mr.  Hums :  **  Do  yon  mean  that  erery  tynaaothn  cf 
pnrohafle  or  nJe  by  any  of  the  means  which  yon  have  mentioned^ 
as  indnded  in  the  drcnlating  medimn,  equally  aflbda  prioM?— 
Yes ;  and  that  was  my  reason  for  caring  so  little  aboat  maUnf 
a  distinction  among  ttiem.  I  doabi  whether  they  operate  190B 
prioeeatalL 

8296.  Mr.  OrnU:  "Yon  mean  that  ncme  of  (faeae itema  wUoh 
yoa  have  enumerated  under  the  general  term  'drcolating  median* 
have  in  your  q>inion  any  eifect  upon  prices  ? — ^Yea;  I  mean  tint 
they  are  not  operative  causes  of  prices. 

8297.  Mr.  Hum:  ''  What  is  it»  then^  which  does  aflbd  prioeir 
— The  coat  of  production  limiting  the  supply  on  the  one  hsad^ 
and  the  pecuniary  means  of  the  consumer  limiting  the  demmd 
on  the  otiier. 

8298.  "  Will  not  the  variations  in  the  quantity  of  the  cirexi' 
lating  medium  affect  prices? — ^No. 

8299.  **  Will  it  not,  if  abundant,  be  more  at  the  disposal  of 
individuals  for  purchases  than  when  it  is  scarce  ? — ^It  will  be  more 
easily  disposable,  but  it  will  not  be  necessarily  so  disposed  of* 
I  believe  that  the  amount  of  the  circulating  medium  is  tiie  efibc&r 
and  not  the  cause,  of  variations  in  prices." 


16.  Lastly,  we  may  quote  Colonel  Torrens,  because  he 
not  only  one  of  the  most  influential  of  this  school,  but  it  wa^ 
sometimes  alleged  that  he  was  in  reality  the  author  of  the  schem^^ 
which  Sir  Robert  Peel  adopted  in  his  Bank  Charter  Act  of  1844-* 
He  says^ — **  The  terms  money  and  Currency  have  hitherto  beec^ 
employed  to  denote  those  instruments  of  exchange  which  posses^ 
intrinsic  or  derivative  value,  and  by  which,  from  law  ar  custom^ 
debts  are  discharged  and  transactions  finally  closed.  Bank  Notes^ 
payable  in  specie  on  demand,  have  been  included  under  thes^ 
terms  as  well  as  coin,  because,  by  law  and  custom,  the  acceptance 
of  the  notes  of  a  solvent  bank,  no  less  than  the  acceptance  o>^ 
coin,  liquidates  debts  and  closes  transactions;  while    bills    of 

>  The   PrindpUs   and   Practical     Operation   of  Sir  JSobert    FluCi  Act  of  1844» 
expUdned  and  defended^  p.  79. 
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exchange,  bank  credits,  cheques,  and  other  instmments  bj  which 
the  use  of  money  is  economised,  have  not  been  Included  nnder 
the  terms  money  and  Currency,  because  the  acceptance  of 
such  instruments  does  not  liquidate  debts,  and  finally  close 
transactions." 

Again  he  says,  in  reply  to  some  perfectly  just  obsenrations 

of  Mr.  Fullarton — "It  is  an  obvious  departure  from  ordinary 

language  to  say  that  whether  a  purchase  is  effected  by  a  payment 

in  bank  notes,  or  by  a  bill  of  exchange,  the  result  is  the  same. 

Acceding  to  the  meaning  of  the  term,  Money  and  Credit,  as 

established    by   the  universiU  usage  of  the  market,  a  purchase 

effected  by  a  payment  in  bank  notes  is  a  ready  money  purchase, 

while   a  transaction   negotiated  by  the  payment    of  a  bill  of 

exchange  is  a  purchase  upon  credit     In  the  former  case  the 

transaction  is  concluded,  and  the  Tcndor  has  no  further  claim 

upon  the  purchaser ;  in  the  latter  case  the  transaction  is  not 

concluded,  and  the  vendor  continues  to  have  a  claim  upon  the 

purchaser  until  a  further  payment  has  been  made  in  satisfaction 

of  the  bill  of  exchange.    A  bank  note  liquidates  a  debt,  a  bill  of 

exchange  reoords  the  existence  of  a  debt,  and  promises  liquidatioa 

a  future  day.      Mr.  Fullarton  not  only  inverts  language,  but 

misstates  facts,  when  he  says  that  tt^  transactions  of  which 

bank  notes  have  been  the  instrumento  must  remain  incomplete 

until  the  notes  shall   be  returned  upon   the  issuing  bank,  or 

discharged  in  cash.    A  bank   note  for   £100  may  pass  from 

pQichasers  to  vendors  many  times  a  day,  finally  closing  on  the 

instant,  each  soocessive  transaction.     A  bill  of  euhuapi  mqr 

also  pssB  from  purchasem  to  vendors  many  tiuMS  a  day,  but  no 

one  of  the  soooeasive  tnuMsctiom  of  which  it  is  the  lariinai  caa 

be  fiuDv  cfeaed  nntfl  the  last  reeipient  has  rmoved  in  com  9r  m 

teiir  nUe$  iJke  amtmmt  ii  reprt^mU, 

**Naw  ic  is  the  neonsity  of  ohimate  re-payoKiit  wfaidi  eon- 
stitntes  the  main  |jr>int  of  di«tiiKtkin«  wfaids  marks  tl^  booodsrj 
between  fonns  of  credit  and  nmieT.  It  is  a  wfxmijw  wfakli 
applies  to  biik  of  exchas^e  aod  d>e<qwi,  b«t  wbifh  ^ks  mt 
apply  to  hank  not^;  awL  \hm:§ar^  opoo  Mr.  F«ilov»*f  a»« 
shewing,  upon  hif  own  defSnhiow  aod  his  <«m  wtAtmuL  as  to 
what  <XMm:uzvtf  nwwrr.  lintk  nob»  omk  nsftder  th*  keMd  rf 
mmer:  wiiiie  bLi*  of  ex^i^am?*-  aad  bvLkierr  ^Mffm%,  aed  eaeh 
ether  iABrawrifU  m   i»irjinr»:  chitsa^:  fittyw«Uu  traorfer^  wA 
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ciKiIemencs^do  nocoome  oziiierdsie  phzaRmooeT.  .  .  .  Vffm 
Mr.  Fnlldknoa  «  own  ^wisg  mooej  eooasts  of  shoee  iDrtnimmli 
oalj  br  which  deba  are  diaduirg^  b«Liixcei  ■djimfced,  and 
GRin&iOQocu  tinsfcLIj  cLo«ei :  azui.  fihere&ce,  Mr.  FaDutaB,  milai 
he  shoold  choose  co  ooatinoe  co  coacnuilcs  himoelf^  ■nsk  ■dmii 
(hac  bttok  aoce»  ire«  AZki  ch^tc  bills  oC  exchange,  cash  cxedilEi^  and 
cheques  are  noc«  moaej.* 

17.  We  hare  now  grl^a  $n£ciens  excncca  Id  ihev  the  dnoi 
of  confiicdng  and  coa:r:kiici:ocT  opinioos  which  pieTafled.  Not  a 
aingle  witness  had  che  remocesEC  idea  of  che  cnxe  legal  mwiniiig  of 
the  wool  Curreacj.  An>i  we  mnsc  now  point  oat  the  i 
kMTical  oonseqaeoces  co  which  the  docorines  of  these 
le^ 

Mr.  XoRM.Uk  said  cha:  moner.  cr  Cerrencr,  ihoold 
filed  Talue«  and  be  a  perfect  namerator.  Bat  faM>w  ean  mooeT,  or 
any  chin^.  pci8i?e:<«  dxed  valoe,  when  its  Taloe  is  changing  firoii 
hoar  to  hoar  ? — An  insonnient  of  eiedic  may  praerve  an  eqnality 
of  Taloe  with  respect  to  money,  bat  not  with  respect  to  anything 
else,  anle^  it  is  expre;SBed  co  be  payable  in  it.  He  said  that  he 
meant  by  a  nnmeracor  that  which  measared  the  value  of  other 
commodities  with  the  grea:e&t  facility.  Why  does  a  promise  to 
pay  £'t(}  measuie  the  value  of  things  with  leas  facility  than  £50 
itself? 

It  is  not  a  little  amcsing  to  find  the  celebrated  phrase  ci  the 
Roman  Catholic  Church — Quod  f*-mper^  q\i«)d  uhipte^  quod  ok 
omnibus^  starting  np  and  meeting  as  ia  a  discossioo  on  CnnencT. 
In  I^rd  Overstone's  opinion  nooney  and  Carrency  are  identical, 
and  inclade  the  coined  metallic  money,  and  the  paper  notes 
promising  to  pay  the  bearer  coin  on  demand ;  and,  he  sajs^  that 
the  characteristic  of  their  being  money  is,  that  they  are  leoeiTed 
equally  at  ''  all  timps,  Miceen  all  jfersoM,  and  in  aU  piatm.^ 
For  the  sake  of  shortness,  let  as  designate  this  phrase  bj  SA, 
from  the  three  alls  in  it.  He  excludes  Bills  of  Exchange  fiom 
the  designation  of  Currency,  because  *'  they  do  not  posBeas  that 
power  of  universal  exchangeability  which  bekMigs  to  the  mooej 
of  the  country."  This  definition  is  fatal  to  Lord  Orerstone's 
own  yiew.  In  fact,  if  it  be  true,  there  is  no  such  thing  as  monej 
or  Currency  at  all.  In  the  first  place,  it  at  once  eidndes 
the  whole  of  bank  notes.    The  notes  of  a  bank  in  the 
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district  of  Camberlaiid  would  not  be  current  in  Cornwall ;  thereforB 
they  are  not  dA ;  therefore  they  are  not  Currency.  Again,  the 
notes  of  a  bank  in  Cornwall  would  not  be  current  in  Cumber- 
lafid ;  therefore  they  are  not  Currency.  Similarly  there  are  no 
country  bank  notes  which  have  a  general  Currency  throughout 
England ;  therefore  no  country  bank  notes  are  3A ;  thereforB  no 
country  bank  notes  are  Currency.  Till  within  the  last  fifty 
years  or  so.  Bank  of  England  notes  had  scarcely  any  Currency 
beyond  London  and  Lancashire  ;  in  country  districts  a  preference 
was  universally  giyen  to  local  notes ;  therefore  Bank  of  England 
notes  were  not  8A;  they  had  not  a  power  of  "universal  exchange- 
abihty;"  therefore  they  were  not  Currency.  Bank  of  England 
notes  would,  even  now,  not  pass  throughout  the  greater  part  of 
Scotland.  If,  therefore,  the  test  of  8A  and  **  universal  exchange- 
ability "  be  applied,  the  claims  of  all  bank  notes  to  be  considered 
as  Currency  are  annihilated  at  once.  The  acceptance  of  a  Baring 
or  a  Kothschild,  would  be  received  in  payment  of  a  debt  by  a 
far  larger  circle  of  persons  than  the  notes  of  an  obscure  and 
remote  country  bank. 

But  the  universality  of  Lord  Overstene's  assertion  is  fatal  to 
his  argument  in  other  ways.  On  the  Continent,  silver  is  the 
legal  standard  of  value;  in  England,  silver,  like  copper,  is  merely 
coined  into  small  tokens,  called  shillings,  &c.,  which  are  made 
to  pass  current  above  their  natural  value,  and  are  only  legal 
tender  for  a  very  trifling  amount,  hence  it  cannot  be  used  in  the 
adjustment  of  a//  transactions  ;  therefore  it  is  not  3 A  ;  therefore 
it  is  not  Currency.  There  are  other  countries  where  gold  is  not 
a  legal  tender,  therefore  it  fails  to  satisfy  Lord  Overstone's  test, 
therefore  it  is  not  Currency.  If,  then,  the  test  proposed  by  Lord 
Overstone  be  considered  as  correct,  it  is  easy  to  see  that  there  is 
no  substance  or  material  whatever  that  will  not  fail  under  it ; 
and,  therefore,  there  is  no  such  thing  as  Currency, 

The  fact  is,  that  the  only  difference  between  a  Bill  of  ElxchangB 
and  a  Bank  Note  is,  that  the  former  is  a  promise  of  a  deferred 
payment,  and  the  latter  that  of  an  inmiediate  one,  and  there  is 
less  risk  in  taking  the  latter  than  the  former.  From  these  cir- 
cumstances, a  Bank  Note  possesses  a  greater  degree  of  circulating 
power  than  a  Bill  of  Exchange.  But,  in  the  Midland  Counties 
of  England,  it  used  to  be  quite  common  for  the  banks  to  issue 
the  bills  of  exchange    they    had  discounted   with    their    own 
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indonemfiiit  upon  them.  In  whidi  nepect  they  were  in  trmrj 
WKf  eqniyalent  to  Bank  Notes ;  m0reoTer»  there  is  not  the  nme 
indnoement  to  pat  a  bill  into  drcnlation  as  a  Bank  Note,  beoame 
the  fixrmer  iniseases  in  Talae  as  the  day  of  payment  apptoaehei^ 
and  it  is  nnprofttable  to  keep  a  note  idle.  Bat  it  is  to  the  hit 
degree  nnphilosophical  to  maiotain  that  these  two  obligations  aie 
of  different  natures,  becaoae  they  are  adapted  to  dreidate  in 
dittsrent  degrms. 

18.  Ereiy  conuneroial  lawyer  wonM  at  ones  perori?e  Ae 
fiEindamfflital  fbllaoy  of  the  reasons  why  Oolond  Tonrens  sad 
othen  maintain  that  Bank  Notes  are  Cnnency,  and  that  Cbeqaai 
and  Bills  of  Exchange  are  not.  They  snppose  that  bank  noics 
pass  withoat  indorsement^and  that  bills  of  exdumge  do  not.  Efsn 
if  that  weretme,  it  wonld  not  be  any  valid  groand  Ibr  the  disfcine- 
tionybecaQse  sncfa  a  thing  woold  in  noway  affect  the  nature  of  As 
instrnment  It  is  wholly  nntme  to  snppose  that  bank  notes  ani 
money  are  the  only  things  which  dose  transactions,  ^y  As 
table  given  above  ^  it  is  seen  that  upwards  of  95  per  cent  of 
commercial  payments  and  receipts  were  made  by  Hesns. 
Morrison  and  Go.  in  instmments  of  credit,  other  than  bank 
notes. 

Bat  it  is  a  very  great  mistake  to  say  that  bank  notes  paai 
withoat  indorsement  and  bills  of  exchange  do  not.  At  the  time 
the  Bank  of  England  was  foanded,  it  was  sapposed  to  be  illegal 
for  any  such  things  as  promissory  notes  to  pass  by  assignment. 
The  negotiability  of  bank  notes  had  to  be  provided  for  by  the  Act 
It  was  enacted,  that  all  the  Bank's  bills  obligatory  and  of  credit, 
made  or  given  to  any  person,  might,  by  indorsement  of  swh 
person,  be  freely  assigned  to  any  person  who  shoald  vdantarily 
accept  them,  and  so  by  snch  assignees  tottee  quoUes  by  indorse- 
ment thereon,  and  all  snch  assignees  might  sue  thereon  in  thdr 
own  names. 

The  assignment  of  the  Goldsmith's  notes,  or  the  private 
bankers'  notes,  was  held  to  be  illegal  mach  later  than  tiiis.  In 
1708  it  was  decided  that  no  promissory  notes  were  assignaUe 
or  indorsable  over  within  the  eastern  of  merchants.  In  1704 
the  Act  was  passed  which  allowed  promissory  notes  to  be  assigned 
by  indorsement  like  Bills    of   Exchange.      It  is  trae  that  the 

«  Ch.  IV.,  See.  1,  §  27. 
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eusto^n  of  indorsing  Bank  of  England  Notes,  and,  it  is  probable » 
ooantry  bank  notes  too,  soon  fell  into  disuse,  but  that  makes  no 
difference  in  the  law  of  the  subject. 

It  is  also  an  error  to  suppose  that  Bills  of  Exchange  require 
an  indorsement  at  each  transfer.  A  Bill  of  Exchange  may  be 
made  payable  to  bearer,  and  then  it  requires  no  indorsement 
at  all.  Bills,  however,  are  generally  drawn  payable  to  order,  and 
then  they  require  that  the  payee  should  indorse  them ;  but  he 
may  do  that  without  making  himself  liable  on  them,  as  is  done 
in  many  cases.  After  the  first  indorsement  in  blank,  the  Bill  is 
payable  to  bearer,  and  may  be  passed  by  mere  delivery,  in  all 
respects  like  a  Bank  note.  ''  I  see  no  difference,"  said  Lord 
Mansfield,  "  between  a  note  indorsed  in  blank,  and  one  payable  to 
bearer."  "  And,"  says  Mr.  Justice  Byles,^  "  a  transfer  by  mere 
delivery,  without  indorsement,  of  a  Bill  of  Exchange,  or  Promissory 
Note,  made  or  become  payable  to  bearer,  does  not  render  the 
transferor  liable  an  the  instrument  to  the  transferee. 

"  And  it  is  conceived  to  be  the  general  rule  of  the  English 
law,  and  the  fair  result  of  the  English  authorities,  that  the 
transferor  is  not  even  liable  to  refund  the  consideration,  if  the 
bill  or  note  so  transferred  by  delivery,  without  indorsement, 
turns  out  to  be  of  no  value  by  reason  of  the  failure  of  the  other 
parties  to  it.  For  the  sending  to  market  of  a  bill  or  note  pay- 
able to  bearer  without  indorsing  it,  is  primd  facie  a  sale  of  the  bill. 
And  there  is  no  implied  guarantee  for  the  solvency  of  the  maker, 
or  of  any  other  party. 

"If  a  bill,  or  note,  made  or  became  payable  to  bearer,  be 
delivered  without  indorsement,  not  in  payment  of  a  pre-existing 
debt,  but  by  way  of  exchange  for  goods,  for  other  bills  or  notes, 
or  for  money  transferred  to  the  party  delivering  the  bill  at  the 
same  time,  such  a  transaction  has  been  repeatedly  held  to  be  a 
sale  of  the  bill  by  the  party  transferring  it,  and  a  purchase  of 
the  instrument,  with  all  risks,  by  the  transferee.  *  It  is  extremely 
dear,  said  Lord  Kenyon,  'that  if  the  holder  of  a  bill  sent  it  to 
market  without  indorsing  his  name  upon  it,  neither  morality, 
nor  the  law  of  this  country,  will  compel  him  to  refund  the 
money  for  which  he  sold  it,  if  he  did  not  know  at  the  time  that 
it  was  not  a  good  bill.'  So,  when  A  gave  a  bankrupt,  before  his 
bankruptcy,  cash  for  a  bill,  but  refused  to  allow  the  bankrupt  to 

»  A  Treatise  an  the  Law  qf  BUU  of  Exekange,  de,,  9tk  EiU.,p.  146. 
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Indone  it,  tbiTiking  it  better  without  his  name,  aod  afterwards* 
on  dishonour  of  the  billj  proved  the?  amoont  under  the  commission, 
the  Lard  Chancellor  ordered  the  debt  to  be  expunged,  obserriug 
that  this  was  a  sale  of  the  bill.     So,  if  a  party  diseouotB  bilfe 
with    a   banker,   and   receives,  in    part   of  the  diiscount,  otlier 
bills,  but  not  indorsed  hj  the  banker,  which   bills   turn  out 
to  be  bad,  the  hanker  it^  not  liable,     *  Having  taken  them  witbout 
indorsement,'  says  I^ord  Kenyou,  *he   has  ttiken   the  risk  oa 
himself     The  bankers  were   the  holders  of  the  bills,  and^  by 
not  indorsing  them,  have  refused  to  pledge  their  credit  to  their 
validity;  and  the   transferee   must  be   taken  to  have  received 
them  on  their  own  credit  only/      So  where,  in  the  rooming,  A 
aold  B  a  quantity  of  com,  and,  at  three  o'clock  in  the  aftenioon 
of  the  same  day,  B  delivered  to  A,  in  payment,  csertain  promissorj 
notes  of  the   Bank  of  C,  which   had    then  stopped    payment, 
hnt  which  circmnat^mce  was  not  at  the  time  knovkTi   to    either 
party.  Bay  ley,  J*,  said — *If  the  notes  had  been  given  to  A  at  tU 
time  when  the  corn  was  sold,  he  could  have  no  remedy  upon  them 
against  B.      A  might  have  insistt^d  on  payment  in  money,  bnt,  if 
he  consented  to  receive  the  notes  as  money,  they  w^oiild  have  bcea 
taken   by  him   at  his  peril/      Such   seems   the    general   nde 
governing  the  transfer  by  delivery,  not  only  of  ordinary  Bills  rf 
Exchange  and  Promissory  Notes,  but  also  of  Bank  Notes.    Nor  to 
there  any  hardship  in  snch  a  rale,  for  the  remedy  against  the 
transferor  may  always  be  preserved  by  indorsement,  or  by  special 
contract" 

While  it  has  always  been  acknowledged  that  the  delivery  of  ^ 
bill  ydthont  indorsement,  in  exchange  for  a  valuable  oonsideratiofi^ 
is  a  sale  of  it,  it  has  frequently  been  said  that,  if  the  bill 
be  indorsed,  it  is  only  a  loan.  We  have  pointed  out  the  a«*" 
bignity  of  the  word  loan  already.  It  is  often  said  that  ^ 
banker  lends  his  customer  money  on  the  security  of  bill^ 
But  this  is  an  inaccurate  mode  of  statement.  What  the  bauk^ 
does  is  to  buy  a  debt  due  to  his  customer,  and,  when  he  indorse^ 
the  bill,  his  customer  gives  him  a  limited  warranty  of  its  somi^' 
ness.  If  the  banker  lent  his  customer  the  money,  it  would  b^ 
his  duty  to  repay  it.  But  that  is  not  so.  It  is  the  acceptor*^ 
business  to  pay  the  bill,  and,  if  he  does  not  do  so,  the  banker  may^ 
by  giving  his  customer  immediate  notice,  and  making  a  demati^ 
make  his  customer  tabe  back  the  bill,  and  repay  the  money.    Btt* 
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if  the  banker  fail  in  giving  immediate  notice,  his  ratnedy  against 
his  cnstomer  is  gone. 

Bat  the  Law  of  Continuity  shews  the  fallacy  of  the  dactrine 

that  Bank  Notes  payable  to  bearer  on  demand  alone  are  Gurren^f. 

Lord   Overstone  rigorously  restricts  the  term  to   such    notes. 

But  would    not  notes  payable  one  minute  after    demand    be 

Currency  ?  or  one  hour  ?  or  two,  or  three,  or  four  hours  ?    Would 

not  notes  payable  one  day  after  demand  be  Currency  ?  or  two  or 

three   days?      Lord  Overstone  denied    that    Bank    post   bills 

which  are  issued  payable  seven  days  after  sight,  are  Currency. 

According  to  this  doctrine,  if  a  man  deposits  money  in  the  Bank 

and  receives  in  exchange  for  it  a  bank  note  payable  on  demand — 

that  is  Currency ;  but  if  he  ask,  for  his  own  convenience,  for 

a  note  payable  seven  days  after  sight — that  is  not  Currency ! 

But  the  note  becomes  payable  on  demand  on  the  seventh  dsiy 

after  sight,  and  then,  by  their  own  definition,  it  is  Currency. 

What  was  it  before  ?     It  used  formerly  to  be  the  custom  for 

banks  in  the  country  to  issue  notes  payable  20  days  after  demand. 

These  notes  circulated  and  produced  all  the  effects  of  money. 

What  were  they,  if  they  were  not  Currency  ?    Cheques  are  payable 

on  demand.    How  are  they  not  Currency  as  much  as  notes  ?    How 

are  Bills  of  Exchange  not  Currency  on  the  day  they  become 

payable  ?     And,  if  they  are  so  then,  what  were  they  before  ?    It 

is  quite  plain  that  there  can  be  but  one  answer.    They  are  all 

species  of  Currency,  though  differing  in  degree,  and  the  distinction 

between  them  is  untenable. 

Nay,  according  to  this  doctrine  a  Bank  Note  itself  is  only 
Currency  during  about  six  hours  out  of  the  twenty-four :  because 
it  is  only  payable  on  demand  during  banking  hours,  say  from 
9  a.m.  to  3  p.m.  As  soon  as  the  clock  strikes  three  the  Note  is 
not  payable  till  next  day ;  and,  consequently,  it  13  not  Currency, 
and  has  ceased  to  affect  the  foreign  exchanges.  Therefore,  at  5 
minutes  before  three  it  is  Currency,  and  5  minutes  after  three  it  is 
not  Currency.  So  at  5  minutes  before  nine  ajn.  it  is  not 
Currency,  at  5  minutes  after  nine  it  is  Currency.  We  must 
leave  our  readers  to  judge  whether  such  doctrines  are  sound 


Not  only  are  Colonel  Torrens's  statements  of  law  perfectly 
inaccurate,  but  also  his  statements  of  fact  and  the  ixmtine  of 
bosmeas.    He  asserts  that  BUls  of  Exchange  are  noi  Currency 
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becuue  tiiflj  ne  intended  to  be,  and  are,  nltimately  liqniditod  h 
coin  or  bank  notes.  Snch  a  stetement  as  this  shewa  the  moit 
profbond  ignoranoe  of  the  ordinary  roofcine  bosineas  of  baakiags 
ftnr  comparatiTely  yery  few  bills  are  eT€r  paid  by  meana  of  eoin 
or  bank  notes;  in  modem  times  they  are  almoafc  miTendlf 
paid  by  means  of  Bank  Gredite:  and,  consequent^,  by  OokMl 
Torrens's  own  definition,  these  Bank  C^edite  mnst  be  money, 

19.  Bnt  we  mnst  point  ont  the  fhrther  oonclnsioos  which  His 
doctrines  set  forth  by  these  witnesses  lead  to,  whidi  may  aooMnAat 
surprise  their  advocatee. 

They  say  that  the  flmdamental  essence  of  Gonenqj  or  MaofBj 
is  that  it ''doses  a  debt** 

Now  to  this  we  shaU^reidy  as  was  the  fiudiion  in  the  gkrioos  oil 
days  of  q>ecial  pleading^l)  there  is  no  debt  to  dose  s  and  (S) 
it  does  not  dose  the  debt 

1.  When  money  is  exchanged  for  goods  no  debt  arises :  and  if 
it  be  said  that  the  money  doses  the  debt  which  wonld  haveaiinB 
on  the  sale  of  the  goods,  it  is  perfectly  obvioos  tiiat  it  may  eqosllj 
be  said  that  the  goods  dose  the  debt  which  would  have  arisen  on 
the  sale  of  the  money.  It  is  simply  an  exchange  ;  and  the  goodB 
and  the  money  close  the  debt  equally  on  each  side.  Therefore, 
if  it  be  the  essence  of  Currency  to  *^  close  debt,"  the  goods  are 
Currency  for  precisely  the  same  reason  that  the  money  is. 

It  is  quite  common  in  the  City  to  discharge  a  debt  by  stock : 
now  by  this  the  debt  is  closed,  and,  consequently,  according  to 
this  doctrine,  the  Stock  is  Currency  or  Money. 

So  in  innumerable  cases  it  is  the  custom  to  discharge  a  debt  by 
a  payment  of  goods.  A  baker  or  a  tea  merchant  becomes 
indebted  to  a  wine  merchant,  and  for  the  sake  of  convenience  he 
may  take  payment  in  bread  or  tea.  If  he  does  so,  then  the  debt 
is  closed ;  and  by  this  doctrine  the  bread  or  the  tea  are  Currency 
or  Money. 

So  in  all  cases  of  Barter  or  Exchange  of  goods,  the  goods  on 
each  side  discharge  or  close  the  debt  which  would  have  arisen 
without  the  exchange ;  consequently,  the  goods  exchanged  on 
either  side  are  equally  Currency  or  Money. 

Furthermore,  let  us  test  the  doctrine  by  cases  regarding  other 
paper  documents. 

A  merchant,  suppose,  puts  his  acceptance  into  circulation: 
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another  person  happens  to  be  indebted  to  him  in  an  eqnal  amonnt, 
and  chances  to  come  possessed  of  his  acceptance.  The  merchant 
asks  for  payment  of  his  debt,  and  the  debtor  hands  over  to  the 
merchant  his  own  acceptance.  By  this  means  the  debt  is  closed  ; 
and  according  to  this  doctrine  the  merchant's  acceptance  is 
Currency  or  Money. 

So  a  banker,  say,  issues  notes,  and  discounts  a  merchant's 
acceptance.  When  the  acceptance  fells  due,  the  merchant  collects 
an  equal  amount  of  the  banker's  notes.  Each  is  then  equally 
indebted  to  the  other  ;  and  in  payment  of  their  reciprocal  claims, 
the  merchant  hands  the  notes  to  the  banker,  and  the  banker 
hands  the  acceptance  to  the  merchant.  By  this  means  the  debts 
are  mutually  closed,  and  if  the  Notes  are  Currency  because  they 
have  closed  the  debt,  is  it  not  manifest  that  the  acceptance  is 
equally  Currency,  because  it  has  performed  exactly  the  same 
function  ? 

So  if  two  merchants  issue  their  acceptances  for  the  same 
amount,  and  they  get  into  each  other's  hands,  each  will  offer 
to  the  other  his  own  acceptance  in  payment  of  the  debt  by  him. 
By  these  means  the  debts  are  mutually  closed.  And  consequently 
each  acceptance  is  Currency  or  Money. 

Thus  we  see  that  the  dogmas  of  these  writers  are  transfixed  hj 
darts  drawn  from  their  own  quiver  ! 

The  same  doctrine  may  be  extended  to  other  cases.  Suppose  a 
man  buys^a  ticket  from  a  Railway  Company,  the  Company  is 
then  indebted  to  him.  But  when  they  have  carried  him  to  his 
journey's  end,  the  debt  is  closed.  Therefore,  according  to 
this  doctrine,  the  carriage  of  the  passenger  is  Currency  or 
Money. 

So  if  a  person  buys  an  opera  ticket,  the  manager  of  the  theatre 
is  indebted  to  him.  But  when  he  has  witnessed  tlie  play,  the  debt 
is  closed ;  consequently  the  performance  of  the  play  is  Currency  or 
Money. 

So  if  a  person  buys  Postage  Stamps,  the  Post  Office  ia 
indebted  to  him :  but  when  he  has  sent  his  letters  by  post,  tho 
debt  is  closed.  Therefore  the  carriage  of  the  letters  is  Currency 
or  Money.  And  so  on,  the  same  principle  maj  be  applied  to* 
many  other  cases. 

2.  In  the  next  place,  we  affirm  that  a  payment  in  Money 
does  not  close  the  debt,  because  all  Economists  hare  shewn  thai 
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But,  while  we  contend  that  Lord  Overstone's  criterion  of  a 
Corrency  is  fatal  to  his  own  view,  we  are  quite  willing  to  accept 
it.  For  what  is  it  that  exists  in  all  places,  in  all  times,  and 
among  almost  all  persons  ?  Debt,  or  Services  dub.  And 
what  is  it  that  is  universally  required  to  measure,  record,  and 
transfer  them.  Some  material.  But  we  see  that  all  Currencies 
are  more  or  less  local,  none  are  universal.  The  idea,  or  the  want 
alone,  is  universal.  The  notes  of  a  country  banker,  only  cir- 
culating in  his  own  neighbourhood,  are  like  a  coxmtrj  patois,  each 
district  has  its  own.  A  national  Currency  rises  to  the  dignity 
of  a  language.  But  even  that  is  only  local,  on  a  larger  scale. 
The  ideas  only  expressed  in  the  language  are  universal  We 
are,  therefore,  strengthened  in  our  conviction,  that  the  only 
true  idea  of  a  Currency  is,  that  it  is  the  Representative  of 
Transferable  Debt,  and  that  whatever  represents  Transferable  Debt 
is  Currency. 


OBAPTEB    ^Y* 


tasr  TEE  omAsmkTios  of  the  bank  of  engi^kd ;    ' 

ASD  on  the  bank  OBABTER  act  of  1844. 

1.  We ''are  now,  at  kngthyiii  a  position  to  take  a  compre- 
JumsiTe  aiffTegr  of  the  Olffliiiaatifm  of  ttie  Bank  of  EngkDd,  mA 
jof  jOie  Bank  Act  of  1844.  Of  all  Oie  Ac^ts  io  the  Statute  book, 
^beie  ia  none  whiish  oomea  honie  to  ewry  man,  which  so  nearly 
aftcta  every  maii*a  intereat^  ai  this  Act.  Few  persons  are 
aware  of  its  extremely  oomplioated  nature.  We  hear  ^sometimes 
of  ihB  prinaiipU  of  the  Act  of  1844,  as  if  there  were  but  one 
principle  inirolTed  it  I  or  aa  if  the  oh^t  of  it  were  the  mm 
thing  as  ^^priw^h;  the  object  it  ainm  wL  the  same  thing  as 
the  theory  it  adopts  to  obtain  that  object.  Whereas^  in  tmth, 
it  is  founded  upon  a  multiplicity  of  theories — ^it  is  a  combination 
of  several  theories  of  Currency,  and,  moreover,  devises  a  par- 
ticular machinery  for  carrying  them  out.  When,  therefore,  we 
consider  its  very  complicated  nature,  we  see  what  a  boundless 
field  of  controversy  it  may  give  rise  to ;  for  each  of  the  several 
theories  it  embodies  may  be  partially  or  totally  erroneous ;  and 
even  if  they  be  correct,  the  machinery  devised  for  enforcing 
them  may  be  imperfect,  or  erroneous,  and  insufficient  for  its 
purpose.  We  think,  however,  that  we  are  now  in  a  position  to 
examine  the  theories  upon  which  it  is  founded — to  test  them  by 
the  fundamental  principles  of  monetary  science  established  in 
the  preceding  chapters,  and  to  point  out  those  principles — ^if  any 
— which  it  violates. 

In  the  first  chapter  we  obtained  the  great  fundamental  con- 
ception, which  is  the  basis  of  monetary  science,  that  money  is 
the  representative  of  debt,  or  services  due — That  wheee  thsbi 
IB  NO  Debt,  there  can  be  no  Money.  In  the  preceding  chapter 
we  found  that  the  fundamental  error  of  Law's  Theory  of  Pa{wr 
Money  is,  that  it  creates  Currency  where  there  is  no  Debt  for  it 
to  represent.    The  consequence  of  which  is,  ihat  an  additional 
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quantity  of  material  is  poured  into  the  channel  of  circnlation,  as 
it  is  called ;  that  is,  a  greater  qoantitj  of  material  is  required  to 
do  exactly  the  same  duty  as  a  smaller  quantity  did  before ;  the 
consequence  of  which  is  a  depreciation  of  the  whole,  which  may 
I^xxseed  to  any  length ;  and  we  have  given  seyeral  examples  of 
the  practical  results  of  this  plausible  and  wide-spread,  but 
delnsive  theory. 

We  must  now  examine  the  organisation  of  the  Bank  of  England, 
and  we  shall  find  that  it,  too,  is  based  upon  LawisuL 

But  furthermore,  we  have  said  that  the  Bank  Act  of  1844 
is  based  on  a  peculiar  definition  of  the  word  Cubrekct  ;  and  is 
expressly  devised  for  the  purpose  of  carrying  into  effect  a  peculiar 
Theory  of  Currency.  In  the  last  chapter  we  have  examined  the 
meaning  of  the  word  Cubbenct,  and  shewn  the  entirely  erroneous 
doctrines  of  those  writers  from  whom  the  scheme  emanated  which 
was  embodied  in  that  Act.  We  have  now  to  examine  the  Theory 
upon  which  it  is  founded;  and  to  see  how  far  it  really  carries  out 
the  Theory  it  is  intended  to  do;  and  the  consequences  it 
has  produced. 

2.  The  Bank  was  a  corporation  who  advanced  £1,200,000  in 
cash  to  Grovemment.  In  exchange  for  this  they  received  an 
equal  amount  of  Government  stock,  with  interest  at  8  per  cent., 
or  an  annuity  of  £100,000  a  year. 

Now,  when  they  had  received  this  annuity,  they  bad  already 
received  an  equivalent  for  their  cash.  But,  in  addUion  to  that, 
they  were  aUowed  to  ereaU  an  amount  of  notes  equal  to  their 
capital,  to  trade  with,  and  it  was  supposed  that  the  annuity  of 
£100,000  in  cash  was  sufficient  to  suf^rt  the  credit  of  these 
notes. 

Now,  we  at  once  perceive  the  essential  distinction  between 
the  Banks  of  Venice,  Amsterdam,  and  Hamburg,  and  the  Bank 
of  England.  The  former  banks  were  examples  ij^  the  CcRRzarcY 
Principle.  The  bullion  paid  into  them  was  kepi,  or  was  pro- 
fessed to  be  kept,  in  their  vaults,  and,  as  king  as  it  was  so,  the 
credit  created  hj  them  was  exactly  equal  to  the  bnllioo  ymd  'ul 
Their  function  was  solely  to  exchange  Credit  for  BoIHoii  uaA 
Bullion  for  Credit.  Hence  these  banks  created  do  angBjeirtatiiWi 
of  the  Currency. 

But  the  ewe  ol  the  Bank  of  England  was  nmnaks^  ^rhi^r 
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diflferent.  The  Bank  paid  over  the  money  to  Government,  who 
put  it  into  circulation.  The  Bank  received  the  annuity,  and  was 
aUo  permitted  to  create  £1>200,000  in  Bank  notes,  and  trade 
witli  them,  by  discounting  bills  of  exchange,  or  otherwise. 
Thus  the  Bank  had  not  only  sold  its  cash  to  Government,  but 
it  was  also  allowed  to  have  it  as  well  in  the  form  of  notes,  to 
trade  with  and  make  a  profit. 

8.  Now  can  any  one  fail  to  see  that  this  proceeding  aw^iw^nW 
the  Currency  by  the  amount  of  £1,200,000,  and  that  the  Bank 
made  a  double  profit;  first,  the  interest  on  the  cash  paid  to 
the  Government,  and,  secondly,  the  commercial  profit  made  by 
trading  with  the  notes  ? 

Therefore,  so  far  as  this  went,  this  was  clearly  an  example  of 
Lawism. 

4.  In  1697  the  Bank  was  authorised  to  increase  its  capital  by 
upwards  of  a  million.  Of  this  sum,  above  £800,000,  was  receiv^ 
in  Exchequer  tallies,  then  at  a  discount  of  50  per  cent,  and 
£200,000  in  its  own  notes,  then  at  a  discount  of  20  per  cent. 
Both  the  tallies  and  the  Bank  notes  were  counted  as  specie  at 
their  full  nominal  value;  and  upon  this  augmented  capital  of 
tallies  and  notes  they  were  permitted  to  creak  an  equal  amount 
of  new  notes  to  trade  ^\ith  ! 

Law  only  proposed  to  issue  paper  money  based  upon  the 
security  of  land,  or  some  other  solid  article  of  value.  But 
the  Bank  of  England  was  permitted  to  create  paper  currency 
based  upon  the  security  of  its  own  depreciated  credit ! 

In  1709  the  Bank  was  allowed  to  double  its  capital,  and  to 
create  an  equal  amount  of  notes  to  trade  with. 

Now,  is  it  not  as  clear  as  the  sun  at  noon  day,  that  each  of 
these  issues  of  notes  was  so  much  increase  of  Currency,  and  an 
example  of  Lawism  ? 

5.  Now,  if  the  same  principle  had  been  carried  out  to  the 
present  time,  is  it  not  clear  that  all  the  public  funds  would  have 
been  Bank  stock,  and  that  the  Bank  notes  would  have  equalled 
the  amount  of  the  National  Debt,  or  about  £800,000,000  ?  Some 
persons  even  now  seem  to  think  that  this  is  a  good  principle. 
They  seem  to  think,  that  if  they  carry  stock  to  the  Bank,  they 
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have  a  right  to  have  it  coined  into  notes  to  any  amonnL  It  is 
clear  that  this  principle  conld  never  be  carried  ont  to  its  fall 
extent.  For,  if  it  were  true.  Government  might  go  on  creating 
public  debt  ad  infinitum,  and  then  the  Bank  would  create  an 
equal  amount  of  notes.  If  this  principle  be  true,  what  would  be 
the  use  of  going  to  California  and  Australia  for  gold  ?  Is  not 
this  principle  more  mad  than  any  thing  Law  ever  wrote?  Law's 
issues  of  paper  were  limited  by  the  value  of  the  land,  but  this 
plan  has  positively  no  limits  whatsoever. 

6.  Up  to  1711  the  issues  of  the  Bank  were  strictly  limited  to 
the  amount  of  their  capital;  and  it  was  declared  that  if  the 
Directors  exceeded  that  limit  they  should  be  liable  in  their 
personal  capacity.  Afterwards  they  were  released  from  this 
limitation,  and  they  were  allowed  to  issue  notes  to  any  extent 
they  pleased,  provided  always  that  they  were  payable  in  specie 
on  demand. 

And  so  the  Bank  went  on  till  1797,  when  it  stopped  payment, 
and  committees  were  appointed  by  Parliament  to  investigate  its 
affairs,  who  reported  it  to  be  in  the  most  solid  and  flourishing 
condition,  and  that  they  had  a  surplus  of  assets  above  liabilities 
of  nearly  4  millions,  besides  the  Government  debt  amounting 
to  £11,686,800. 

The  reason  of  this  was  plain.  The  notes  it  had  issued  were 
given  in  exchange  for  mercantile  securities,  and,  therefore,  the 
Bank  had  as  security  for  the  payment  of  its  notes,  both  the 
commercial  bills  and  the  Government  debt. 

This  no  doubt  amply  secured  the  solvency  of  the  Bank  and 
the  payment  of  its  notes,  but  it  played  utter  havoc  with  the 
Currency  PRiNaPLB. 

7.  The  Bank  possessed  the  power  of  unlimited  issue  till  1844. 
On  several  occ^ions  it  had  been  most  recklessly  mismanaged. 
Proposals  had  been  made  to  limit  its  powers  of  issue ;  but  such 
a  plan  had  been  expressly  condemned  in  the  Bullion  Beport,  and 
among  numerous  other  authorities,  by  Sir  Robert  Peel  in  1819, 
in  1826,  and  in  1838.  In  1824  and  1825,  in  1837,  and  1839  an 
immense  outflow  of  bullion  took  place,  without  the  Bank  taking 
any  means  to  stop  it.  The  consequence  was  that  it  was  brought 
to  the  very  verge  of  stopping  payment. 

VOL.    II.  z 
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8.  We  have  fleen  that  all  Banking  oooarts  in  creating  aai 
isRiing  Bights  of  action.  Credit,  or  Debts,  in  exchange  for  Mooey 
or  Debts.  When  the  banker  had  created  this  LiabOitT  in  hii 
books  the  customer  nught  if  he  pleased  hare  this  CreAt  in 
the  form  of  the  Banker's  notes.  London  bankeia  ***?t*^™mJ 
to  give  their  Notes  tiU  about  the  year  1793  when  thej  d»- 
oontinaed  this  practice,  and  their  customers  ooold  onir  Innfcr 
their  rights  or  Credit  by  means  of  Cheqnes.  But  it  is  per- 
fectly manifest  that  the  Liabilities  of  the  Bank  are  exaeklr 
the  same  whether  they  give  their  own  Notes  or  merely  oeite 
a  Deposit. 

Soon  after  the  renewal  of  the  Charter  in  1833,  certain  writen  d 
influence  adopted  the  Currency  Principle.  They  maintained  the 
doctrine  that  Bank  notes  payable  to  bearer  cm  demand  cmiIt  aie 
Currency — to  the  absolute  exclusion  of  all  other  forms  of  F^mt 
Credit — and  that  when  Bank  Notes  are  permitted  to  be  iasoed, 
they  ought  to  be  exactly  equal  in  quantity  to  the  BoUioa  they 
displace,  which  we  hare  shewn  elsewhere^  is  a  doctrine  inTented 
in  China,  and  was  the  principle  upon  which  the  Banks  of  Venice, 
Amsterdam,  Haml^urg,  and  others  were  constructed.  They  main- 
tained that  all  Pai)er  Currency  created  in  excess  of  this  is  a 
depreciation  of  the  Currency. 

These  dwtrines  being  maintained  by  }x^rsons  of  eminence  and 
influence,  and  aided  by  the  incorrigible  mismanagement  of  the 
Bank  of  England,  converted  Sir  RolxTt  Peel,  who  now  entered 
ujion  the  Third  .state  of  his  opinions  upon  the  Currency  question. 
It  is  frequently  sup[»osed  that  Sir  Kobert  Peel  had  only  ttco  states 
of  opinion  upon  the  Currency  question.  But  this  is  quite  a 
mistake.  In  1811  he  repudiated  the  doctrinc*s  of  Homer  and  the 
Bullion  Refort,  and  voted  in  the  majority  that  21  was  equal  to 
27.  In  1X19  he  became  a  convert  to  the  doctrines  which  he  had 
repudiated  in  1811 :  and  he  expres>ly  repudiated  the  doctrine  of 
the  Currency  Principle  and  the  princii)le  of  imposing  a  numerical 
limit  on  the  issues  of  the  Bank ;  which  doctrine  he  held  up  to 
1833.  In  1844  he  had  completely  repudiated  the  doctrines  of  the 
Bullion  Report,  Mr.  Horner,  and  his  own  of  1819,  and  formally 
adopted  those  of  Lord  Overstone,  Col.  Torrens,  and  others,  which 
maintained  the  doctrine  of  the  Currency  Principle :  and  naturally 
and  justifiably  irritated  by  the   incorrigible  misconduct   of  the 

•  Prinrij^f^.t  of  Eronrmirnl  Philatojjhy,  ch.  18. 
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directors,  he  determined  to  impose  a  numerical  limit  on  the  issues 

of  the  Bank — 

**  Sio  Yolvenda  letos  commntat  tempora  remm ; 
Quod  fait  in  pretio,  fit  nullo  denique  honore, 
Porro  aliud  succedit,  et  e  contemptibus  exit, 
Inqne  dies  magis  appetitor,  floretque  repertnm 
Laudibus,  et  miro^st  mortaleis  inter  honore." 

In  order  to  carry  out  this  principle  the  Bank  was  divided 
into  two  departments — an  issue  department  and  a  banking 
department.  The  Bank  was  to  transfer  to  the  issue  depart- 
ment pubHc  securities  to  the  value  of  £14,000,000,  of  which  the 
original  Government  debt  was  to  be  a  part,  and  also  so  much  of 
the  gold  coin  and  gold  and  silver  bullion  as  should  not  be  re- 
quired for  the  banking  department.  The  issue  department  was 
then  to  deliver  over  to  the  banking  department  an  amount  of 
notes  exactly  equal  to  the  securities,  coin,  and  bullion  so  deposited 
with  them.  The  Bank  might  diminish  the  securities  as  much 
as  it  pleased,  cancelling  the  notes ;  and  might  increase  them 
again,  but  not  so  as  to  exceed  the  preceding  limit.  In  conse- 
quence of  the  lapsed  issues  of  other  banks,  the  securities  upon 
which  it  may  issue  notes  are  now  £15,000,000. 

Thus  the  amount  of  notes  issued  by  the  Bank  is  strictly 
limited  to  £15,000,000  plus  the  amount  of  bullion  held  by  the 
issue  department. 

9.  It  was  supposed  that  these  provisions  secured  that  the 
quantity  of  notes  in  circulation,  i.  e.,  in  the  hands  of  the  public, 
would  be  exactly  equal  in  amount  to  what  a  MetaUic  Currency 
would  have  been,  and  that  the  outflow  of  bullion  would,  by  its  own 
natural  operation,  withdraw  notes  in  circulation  to  an  equal 
amount.  Having  made  these  provisions,  the  framers  of  the  Act 
supposed  that  they  had  taken  out  of  the  hands  of  the  Bank  all 
power  of  mismanaging  the  currency,  and  that  they  might 
manage  the  banking  department  entirely  at  their  own  dis- 
cretion. 

To  say  that  the  amount  of  notes  should  only  be  equal  in 
amount  to  what  a  metallic  currency  would  have  been,  is  a  very 
intelligible  proposition,  and,  as  we  have  before  observed,  several 
banks  had  been  conducted  on  that  principle,  such  as  those  of 
Venice,  Amsterdam,  and  Hamburg,  hut  no  Bank  conducted 
en  this  principle  ever  did,  or  by  any  possibility  could  do,  bank- 
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ing  JmriMSi.  Those  banks  were  pure  banks  of  dei»rit»  ttqr 
did  no  discount  bnsiness  whatever ;  and  if  the  Bank  of  EnghiiJ 
were  forbidden  to  disconnt^  there  is  no  reason  why  it  dioold  not 
be  reconstrnoted  on  tjiis  principle. 

Bat  if  the  framen  of  the  Act  of  1844  leally  beHered  Oat 
this  Act  carried  ont  this  theory  into  practice,  no  set  of  men  ever 
committed  a  more  manifest  error.  It  is  quite  evident  that  die 
fld^OOOyOOO  of  notes  issued  against  public  debt  and  secnritiM 
are  in  direct  violation  of  the  *^  Currency  Principle."  Hov  did 
the  Bank  obtain  these  securities  ?  By  purchase.  Nov,  Ike 
purchase-money  of  these  securities  is  in  circulation,  and  the  notai 
created  on  their  security  as  well  Is  it  not  dear  that  these  U 
millions  of  notes  are  an  augmmtaUon  of  currency  to  tint 
amount?  If  it  be  true  that  these  15  millions  of  notes  are  mt 
a  violation  of  the  Currency  Principle,  then  the  very  same  aign- 
ment  would  shew  that  the  whole  Natbnal  Debt  might  be 
coined  into  notes,  and  then  there  would  be  no  more  p^Mr  ia 
circulation  than  under  a  purely  metallic  currency !  I 

It  is  quite  clear  that  this  is  pure  and  simple  Lawisk;  and,  if 
we  may  coin  the  funds  into  money,  we  may  just  as  well  coin  the 
land  into  money ;  and  then  where  should  we  be  ? 

10.  Certainly,  it  is  an  excellent  plan  for  every  one  to  buy  the 
fnnds  with  their  cash,  and  then  to  be  allowed  to  have  it,  too,  in 
the  form  of  notes.  At  all  events,  so  long  as  this  is  permitted, 
let  no  one  laugh  at  John  Law. 

But  even  this  does  not  shew  the  full  extent  of  the  error  rf 
those  who  think  that  the  Bank  Act  of  1844  enforces  the  currencj 
principle.  The  banking  department  of  the  Bank  does  businea 
like  any  other  bank.  That  is,  it  purchases  or  discounts  bills  of 
exchange  in  the  first  instance,  by  creating  credit  in  its  boob; 
that  is,  it  increases  its  liabilities  in  another  form  besides  notea 
This  credit  is  equally  in  excess  of  the  metallic  currency.  The 
reserve  of  notes  and  gold  being  the  basis  of  the  Bank's  power 
of  creating  credit,  of  course,  they  must  use  their  own  judgment 
as  to  how  for  they  may  safely  extend  this,  just  as  every  other 
banker  does.  Bat  any  one  who  examines  the  Bank's  retnnis 
will  perceive  that  its  liabilities  payable  on  demand  exceed  its 
notes  in  reserve  and  gold  many  times. 

Therefore,  it  is  qnite  clear  that  those  who  seriously  maintain 
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that  the  Bank  Act  really  carries  out  the  "  Carrency  Principle," 
mnst  maintain  this  proposition — 

Twice  15  millions  -f  an  indefi-       )      ,^  ik  millions, 
nite  number  of  millions  ) 

It  has  been  shewn  that  in  Banks  constructed  on  the  **  Currency 
Principle,"  the  Credit  created  is  always  exactly  equal  in  quantity 
to  the  money  deposited  and  kept  in  the  Bank.  But  how  does  this 
matter  stand  with  the  Bank  of  England?  Let  ns  test  this 
principle  by  any  one  of  its  published  returns  taken  at  random. 
On  the  27th  March,  1873,  it  appears  that  the  Credit  created 
by  the  Bank  amounted  to  £61,021,187,  and  the  specie  held 
by  the  Bank  amounted  to  £23,886,372,  or  about  2-6  to  1.  If, 
therefore^  it  be  maintained  that  the  Bank  is  constructed  on 
the  *'  Currency  Principle,"  it  must  also  be  maintained  that  2'6 
are  equal  to  1. 

As  a  matter  of  pure  arithmetic,  therefore,  it  is  perfectly 
manifest  that  the  Bank  Act  completely  fails  to  carry  out  the 
**  Principle  "  it  was  intended  to  enforce.  In  fact,  the  framers  of 
the  Bank  Act  had  a  Theory,  and  they  passed  an  Act ;  but-  they 
never  took  the  slightest  pains  to  ascertain  whether  the  Act 
corresponds  with  the  Theory. 

11.  Now,  we  say  nothing  here  as  to  the  correctness,  or  the 
contrary,  of  the  **  Currency  Principle,"  or  as  to  the  expediency 
of  carrying  it  out ;  but  to  suppose  that  the  Bank  Act  does  really 
carry  it  out  is  simply  one  of  the  most  astonishing  delusions  that 
ever  deceived  the  public  mind.    Truly,  says  Bastiat — 

^  Etre  dupe  d'autrui  n'est  pas  d^jk  tres  plaisant :  mais  employer 
le  vaste  appareil  reprdsentatif  k  se  duper  soi-mtoe,  k  se  duper 
dooblement,  et,  dans  une  affaire  de  numeration^  voil4  qui  est 
bien  propre  k  rabattre  une  pen  Forgueil  du  siecle  des  lumi^res." 

Every  "  banker  "  whatever  who  discounts  a  bill  of  exchange 
violates  the  "  Currency  Principle."  There  is  no  mode  whatever 
of  carrying  out  the  Currency  Principle  but  by  abolishing  discount 
banking  altogether ;  as  we  have  already  observed,  the  banks 
oonstructed  on  this  principle  did  no  discount  business. 

12.  Lord  Overstone,  in  his  evidence  before  the  Committee  of 
i^e  House  of  Commons,  said  that  it  was  a  fundamental  vice  of 
the  principle  devised  by  the  Directors  in  1882,  to  carry  out  the 


342  THEOBT  AND  PRACTICB  GW  BAHKUIO. 

dootrineB  of  ihe  Bollion  Beport,  that  the  gold  miglit  aU.lwfe  to 
country  without  causing  any  diminution  of  the  amoaiit  of  Note 
in  the  hands  of  the  public :  and  we  have  Been  that  tbia  atrtinB 
was  completely  verified  in  1889. 

It  wasy  therefore  ezpreesly  declared  that  it  was  the  pmrponof 
the  Act  tiiaty  if  any  drain  should  arise  after  it  came  into  cpen* 
tion,  an  exact  amount  of  notes  should  be  withdrawn  fhmi  to 
hands  of  the  pubUc,  or  from  circulation.  Having  aeoared  Hut 
object^  as  they  imagined,  they  left  the  direotora  free  and  nmuf 
trolled  in  their  banking  business.  For  the  first  two  jean  dtar 
the  Act  was  passed  no  occasion  occurred  to  test  its  merite ;  it  ia 
a  period  of  unusual  prosperity  and  aoenmulatioa  of  oqUL 
But  when  the  first  season  of  real  trial  came  in  the  begiudog  rf 
1847,  we  have  seen  that  the  Act  wholly  fiiiled  in  ite  intenU 
efTect  of  causing  a  withdrawal  of  notes  in  droiilatioii,  in  pi^ 
portion  to  the  outflow  of  bullion.  The  directors  pmsnMl  mtHj 
the  same  &tal  course  as  they  had  done  on  so  many  fims 
occasions^  and  the  result  was  the  pressure  of  ApriL  It  ia 
manifestly  proved,  therefore,  that  the  Act  provided  no  eflbctod 
check  against  mismanagement  on  the  pari;  of  the  Bank. 

And  whence  did  this  failure  arise?  From  this  very  simpfc 
circumstance.  The  framers  of  the  Act  supposed  that  there  is 
only  ONE  way  of  extracting  gold  from  the  Bank:  namely,  by 
means  of  its  Notes :  and  that  if  people  want  gold  they  must  bring 
in  Notes ;  and,  consequently,  as  the  Gold  comes  out  the  Notes 
must  go  in. 

But  as  a  matter  of  simple  banking  business  there  are  TWO 
methods  of  extracting  gold  from  the  Bank — namely,  by  Notes  and 
by  Cheques.  Whoever  has  a  Credit  in  its  books  may  go  and 
present  a  Cheque,  and  thus  draw  out  gold  from  the  banking 
department  without  a  single  Bank  Note  being  withdrawn  fiom 
the  public 

In  fact,  instead  of  withdrawing  the  Notes  frY)m  the  public,  as 
the  framers  of  the  Act  intended,  the  Directors  threw  the  whole 
eflfect  of  the  drain  of  gold  on  their  own  reserves.  And  thafc 
happened  in  this  way.  The  public  has  two  methods  of  drawing 
gold  from  the  banking  department,  namely,  by  Notes  and 
Cheques;  but  the  banking  department  has  only  one  method  of 
drawing  gold  from  the  issue  department,  namely,  its  Notes  in 
reserve.    And  when  the  Bank  felt  a  drain  on  its  banking  de 
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partment  for  gold,  it  had  to  replenish  it  by  obtaining  a  fresh  supply 
from  the  issue  department ;  at  the  same  time  giving  up  an  exactly 
equal  amount  of  Notes.  And  thus  the  whole  drain  fell  on  its  own 
reserves. 

No  legislation  can  prevent  this  power  of  extracting  gold  from 
the  Bank  by  means  of  Cheques,  except  prohibiting  Cheques 
altogether.  And  thus  is  explained  the  complete  failure  of  the 
**  Mechanical "  action  of  the  Act  to  compel  the  Directors  to  carry 
out  the  "Currency  Principle."  The  Directors  were  able  to 
commit,  and  actuaUy  did  commit,  the  very  same  error,  as  they  had 
done  before  the  Act — which  Lord  Overstone  had  truly  said  was 
the  ftmdamental  vice  of  the  Bank  principle  of  1882 — and  it  was 
powerless  to  prevent  them. 

And  this  simple  fEict  completely  upsets  the  whole  theory  of 
the  Act. 

There  are  in  reality  two  leaks  to  the  ship.  The  framers  of  the 
Act  could  only  perceive  one;  and  they  only  provided  against  one: 
and  they  were  utterly  astonished  to  find  the  ship  rapidly  sinking 
from  the  other  leak  which  they  had  forgotten. 

13.  Now,  as  the  Act  notoriously  and  manifestly  failed  on  this 
most  important  point,  which  was  fully  and  candidly  admitted  by 
Sir  Bobert  Peel,  it  becomes  a  natmral  inquiry  to  ask  why  it 
failed  on  this  point,  which  it  was  supposed  had  been  rendered  so 
secure.  We  reply  to  this  that  the  Act  failed  because  it  aimed 
at  the  wrong  mark  altogether.  It  wholly  missed  the  true  point 
m  the  case. 

In  former  times  it  was  a  mercantile  dogma  that  the 
Exchanges  could  only  be  against  the  country  in  consequence  of 
its  being  indebted  to  other  countries.  Nothing  can  be  more 
fitriking  than  the  vicious  circle  in  which  the  Commercial  wit- 
nesses argued  before  the  Bullion  Committee  of  1810.  They 
maintained  with  unflinching  perseverance  that  the  Exchanges 
oonld  only  be  adverse,  because  the  country  was  indebted  :  and  as 
the  exchanges  were  adverse,  they  maintained  that  the  country 
must  be  indebted  (without  the  slightest  inquiry  into  the  fact) 
because  the  Exchanges  were  adverse. 

However,  the  Bullion  Committee  completely  disproved  this 
Commercial  dogma;  and  they  demonstrated  beyond  dispute,  that 
the  depreciated  paper  currency  was  the  cause  of  the  Exchanges 
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The  ODamiaeU  witnen^  mmrtMnwi  tt&t  when  Ihe  iaiiiftiJ 
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liie  BaHim  Oomaattm  prnwoi  thafc  wifr 
depnoatod  as  Bnik  Hotel tlinww^ die i         amidol 
uftfl  oB  IliB  iipeae  in  ciieoiatMi  had  left  lfa«  (^^ 
anpty  terified* 

The  BoHioB  Owmrittoe  Ana  rihewed  fliai  there  are  htm  c»n 
of  s  dnin  of  bidlioii — lai,  die  indebtodneaB  <>f  ibe  eoantrj  i  isi 
A  depuMgated  paper  cnnencj. 

But  ID  the  fint  edftioii  at  tiiia  Wodc  pabUahed  in  1$5«  «« 
Aewed  that  Hiere  ia  a  tbibd  eaoae  of  a  diab  of  tiollioiiT  and  m 
advesae  excbange^  wfaidiy  howerer  it  migl^tt  be  kooini  unotf 
oonuneraal  men,  had  nerer  jety  that  we  hai  i ,  focmd  its  vij 
into  aiqr  commeraal  bodk  whatero*,  and  moh :  ^  :  i^iiiilj  bad  ii«t^ 
been  broiq;fat  fimraid  prominmilly  befbte  the  poblie  in  Currenef 
diflciiflBioiiSyaaacaiifleofaQadYeTBeExchange^    '   ^^  :    .-;  >if 

ftnj  indebtednesB  of  the  oountrj^orof  the  statedT  the  Pap^  Onneocj. 

The  Principle  is  this — 

TTiai  taken  the  Bale  of  THsccvnt  beUteen  any  Uco  places  d^en 
Jfy  more  than  sufficient  to  pay  the  cost  of  transmitHng  hultiotifnm 
one  place  to  the  other ^  buUion  will  flow  from  where  discount  is  kwsr 
to  where  it  is  higher. 

The  old  mercantfle  dogma  was  that  Bills  of  Exchange  can 
only  be  created  to  represent  debts  arising  i&om  the  sale  of  mer- 
chandise :  and  if  there  are  no  debts,  there  will  be  no  bills  created : 
and  that  when  all  the  bills  are  paid,  no  more  bullion  will  go. 

Bnty  suppose  (the  state  of  Credit  at  both  places  being  aaBomed 
to  be  equally  secure)  that  the  Bate  of  Discount  at  London  was 
2  per  cent.,  while  the  Bate  at  Paris  was  8  per  cent^  we  shewed 
fiiat  bullion  dealers  would  fabricate  bills — ^not  based  iqKm  any 
preyious  debts,  or  any  mercantile  transactions  whatever — bat 
simply  for  the  sake  of  being  discounted ;  that  is,  for  the  purpose 
of  buying  gold  in  London  at  2  per  cent,  and  selling  it  in  Paris 
at  8  per  cent.,  and  this  operation  will  infallibly  go  on,  and  the 
drain  of  bullion  will  not  cease,  until  the  Bates  of  Discount  are 
so  nearly  equalised  as  to  destroy  the  profits  to  be  made  by 
&bricating  bills.     Hence,  if  such  a  state  of  things,  as  is  just 
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snppoBed,  arises,  the  Bank  must,  as  an  indispensable  measure 
to  preserve  its  own  security,  raise  its  Rate  of  Discount  so  as  to 
destroy  these  profits,  and  so  arrest  the  drain  which  is  exclusively 
caused  by  the  difference  of  the  Rates  in  the  two  places. 

Now,  this  practice  causes  no  increase  of  Bank  Notes  in  circula- 
tion ;  on  the  contrary,  they  are  not  wanted :  it  is  gold  that  is 
demanded  and  taken  for  export,  and  it  steals  out  of  the  country 
noiselessly  and  unobserved.  Also,  if  bankers  in  this  country  will 
perversely  maintain  the  rate  of  discount  lower  here  than  in 
neighbouring  countries,  and,  therefore,  lower  than  the  natural 
rate,  persons  in  foreign  countries  send  their  debts  and  securities 
over  here  for  sale,  and  the  proceeds  are  remitted  abroad.  Conse- 
quently this  practice  causes  an  export  of  gold  without  diminishing 
the  notes  in  circulation.  Of  all  species  of  property,  debts  are  the 
most  easily  transportable.  The  charges  even  on  the  transmission 
of  gold  are  heavy  compared  to  those  on  the  transmission  of  debts. 
Debts  to  any  amount  can  be  transmitted  from  one  country  to 
another  at  the  mere  expense  of  the  postage.  Consequently,  if  the 
Americans  can  only  get  £85  per  cent,  for  their  debts  in  their  own 
country,  and  they  can  get  £96  per  cent,  in  England,  of  course, 
they  will  send  them  here  in  vast  quantities  for  realisation.  This 
was  eminently  and  notoriously  the  case  in  1839,  when  the  Bank 
of  England  kept  its  rate  so  perversely  below  the  natural  rate,  and 
it  was  the  cause  that  aggravated  the  drain  of  bullion  to  so 
alarming  an  extent.  Hence  we  have  shewn  that  beyond  the 
causes  universally  kAown  for  an  export  of  specie,  namely,  pay- 
ments of  genuine  debts,  there  is  another  and  most  potent  cause, 
whose  importance  has  only  recently  been  sufficiently  recognised — 
namely,  an  unnatural  depression  of  the  rate  of  discount,  below 
that  of  neighbouring  countries. 

Now,  this  principle  was  certainly  not  generally  understood  at 
the  time  the  Bank  Act  of  1844  was  passed ;  and  in  the  first  edition 
of  this  Work  (1856)  we  stated  this  as  a  fundamental  principle  of 
the  Currency — 

"An  Improperly  Low  Rate  of  Discount  is,  in  its 
Practical  Effects,  a  Depreciation  of  the  Currency." 

We  therefore  shewed  that  the  only  true  method  of  striking  at 
this  demand  for  gold  is  by  raising  the  Rate  of  Discount,  and 


OiaiflieinegietftpoirvoripmEii^        ooirtniDiilK  tttt  thfor 
Omieiic^t  or  Oied^  is  by  cuelUlf  AsamoMm  tHi  Sin  «i 
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ncATB  OF  tn  QjDiuov  nr  tex  Bok. 

Boir^diewflakpoiiiliii  tbe  Act  nf  18*4,  k  Uni  ife  1491 » 
notice  of  tills  grand  priiicqile,it  takes  no  pmantiflA  timk  fti 
Dfeeetoraof  flie  Bank  of  Bngjand  shriliecogiiiaeil^aiiifOBatiswit 
it  On  ttie  ooiilnu7»  ifc  leayea  tiiem  in  ftdl  power  lo  ie|Mk  Aiir 
oft-OQamitttod  emr  of  eaosiiig  a  depfooataon  of  ttsi  Qaojumi 
ftom  amnmatpially  hwriateofdiaoomt. 

Thtt  princ^le  was  exikemBij  iU  mideiBliood  in  185C»  irtMB  eir 
was  pnUishedy  and  was  wery  ni^opnlar;  faui  ite  tmiii  wis 
I  sigiiaDy  Torified,  and  acknowledged  lo  be  tme  by  ti»s  ms$ 
eonq^etonft  antiiarities.  After  tiie  great  crisis  €t  1857,»  Om 
nitteeof  theHoaseofOomnMHis  was  qipointed  lo  inveifc^^rts  Ibi 
oaoMS,  and  Mr;  G.  W.  Norman,  a  Director  ot  tiw  Bank  iif 
WngiMid,  and  one  of  ttie  most  prominent  and  distsngnM 
adfocates  of  the  ^CSnrraiqy  Prindi^ey'*  and  erf  the  Banik  Aet  rf 
1844,  was  asked— Q.  8529.  "*  Is  it  not  princtpally  by  raisiiig  the 
rate  of  interest  that  yon  check  the  amount  of  discount  which 
may  be  demanded  of  yon  ? — ^Yes ;  we  have  found,  contrary  to  what 
loauld  have  been  anticipated^  that  the  power  we  possess,  and  which 
we  ezerdse,  of  raising  the  rate  of  disoonnt,  keeps  the  demand 
upon  US  within  manageable  dimensions.  There  are  other  restrict- 
ions which  are  less  important.  The  rate  we  charge  for  am 
discounts y  wefindy  in  generaly  is  a  sufficient  checV* 

In  I86I9  Mr.  Goschen  published  his  Theory  of  the  Foreign 
Exchanges ;  in  it  he  says — 

**  The  efficacy  of  that  corrective  of  an  nn&voorable  state  of  the 
Exchanges,  on  which  we  have  been  dilating  («.  e.y  raising  the  rate 
of  disconnt)  has  been  most  thoroughly  tested  by  late  events. 
Every  advance  in  the  Bank  rate  of  discount  has  been  followed  b; 
a  turn  of  the  Exchanges  in  favour  of  England,  and  vice  versa,  as 
soon  as  the  rate  of  interest  was  lowered,  the  Exchanges  became 
less  favourable." 

This  is  now  the  acknowledged  principle  upon  which  the  Bank 
of  England  is  managed ;  and  after  our  work  was  published  in 
1856,  the  Usury  Laws  in  France  were  modified  in  order  to  enable 
the  Bank  of  France  to  adopt  it,  and,  in  fact,  it  is  now  univarsallf 
adopted  by  every  bank  in  the  world. 
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In  fonnertimesy  when  the  only  communication  between  different 
countries  was  by  means  of  sailing  ships  and  common  roads,  and 
therefore  very  slow,  expensive,  and  uncertain,  this  principle, 
though  actually  true,  could  seldom  be  called  into  action,  becaftse 
the  cost  and  delay  of  the  transport  of  gold  would  far  exceed  any 
profit  to  be  made  in  the  difference  of  the  Rates  of  Discount,  in 
quiet  times.  It  was  like  some  mechanical  force,  which  actually 
exists,  but  which  is  overpowered  and  prevented  from  producing 
any  visible  effect,  in  consequence  of  friction.  But  it  did  act  in 
times  of  commercial  crisis,  when  the  rate  became  extreme.  In  r 
1799,  enormous  failures  took  place  in  Hamburg  ;  discount  rose  to 
15  per  cent.,  and  this  rate  immediately  drew  away  gold  from 
England. 

But  in  modem  times,  since  communications  have  been  so  much 
accelerated  and  cheapened,  even  since  the  Act  of  1 844,  by  means 
of  railroads  and  steamers,  this  friction,  as  we  may  call  it,  has  been 
immensely  diminished ;  and  this  great  principle  is  called  into 
action  with  a  much  less  difference  between  the  Bates  of  Discount 
than  at  any  former  period.  Bullion  would  probably  take  ten 
days,  formerly,  to  go  from  London  to  Paris  ;  it  can  go  now  in  ten 
hours,  and  at  probably  the  tenth  part  of  the  expense.  A 
difference  of  2  per  cent,  between  the  rates  of  discount  in 
London  and  Paris,  will  now  draw  bullion  from  one  place  to  the 
other. 

On  the  causes  which  compelUd  the  Suspension  of  the  Bank  Act 
in  1847,  1857,  and  1866. 

14.  The  monetary  pressure  which  we  have  been  considering 
passed  away  for  the  time,  but  anothei:  much  more  severe  came  on 
in  the  autumn,  which  ended  in  a  monetary  panic,  and  on  the  25th 
November,  1847,  the  Government  authorised  the  Bank  to  exceed 
the  limits  allowed  by  the  Act  of  1844,  if  they  considered  it 
necessary  so  to  do  to  restore  commercial  confidence.  This 
suspension  of  the  Act  was  perfectly  successful ;  and  on  two  similar 
occasions,  in  1857  and  in  1866,  a  similar  course  was  followed  with 
similar  results.  We  have  given  a  fall  narrative  of  the  course  of 
events  preceding  these  panics  in  a  preceding  chapter.  We  must 
now  only  examine  the  reasons  which  made  this  course  necessary, 
and  why  it  was  successful. 
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Ever  since  the  enormouB  development  of  the  Credit  system  of 
commerce  in  modem  times,  great  commercial  failures  have 
periodically  recurred,  producing  the  most  wide-spread  distress; 
and  there  have  been  two  conflicting  Theories  as  to  what  the  action 
of  the  Bank  ought  to  be  in  a  Monetary  Crisis. 

1.  One  Theory  maintains  that  in  such  a  Crisis  the  Bank 
should  Hberally  expand  its  issues,  to  support  Commercial  Credits 
This  Theory  may  be  called  the  Expansive  Theory. 

2.  The  other  Theory  maintains  that  in  such  a  Crisis  the  Bank 
should  rigorously  restrict  its  issues  to  their  usual  amount,  or 
even  contract  them.  This  Theory  may  be  called  the  Restrictivb 
Theory. 

Both  these  Theories  have  been  tried  in  practice,  and  discussed 
by  the  most  eminent  authorities,  and  we  may  succinctly  examine 
the  results. 

The  first  great  monetary  crisis  in  modem  times  took  place  in 
1768,  after  the  tennination  of  the  seven  years'  war.  This  great 
disaster  occurred  at  Hamburg  and  Amsterdam,  where  the 
"  Currency  Principle "  was  in  full  operation,  and  there  was  no 
Banking  Credit  whatever,  except  what  represented  specie.  The 
failures  began  at  Amsterdam  among  the  principal  merchants.  The 
Bank  had  no  power  to  assist  them ;  and  the  resources  of  the 
private  bankers  were  exhausted.  Hearing  that  the  Amsterdam 
bankers  had  determined  to  allow  the  merchants  to  fail,  the 
Hamburg  bankers  wrote  to  them  in  the  greatest  alarm  to  say  that 
if  they  did  not  support  the  merchants,  they  would  instantly 
suspend  their  own  payments.  But  by  the  time  the  letter  reached 
Amsterdam,  the  merchants  had  already  stopped.  General  failure 
followed  at  Hamburg,  where  no  business  was  for  some  time 
transacted  but  for  ready  money.  The  failures  were  equally 
general  throughout  Germany.  The  Crisis  extended  to  England, 
and  Smith  says  that  the  Bank  made  advances  to  merchants  to  the 
amount  of  a  million. 

Thus  we  see  that  the  "  Currency  Principle  "  was  no  protection 
whatever  against  a  Monetary  Crisis;  and  on  this  occasion  the 
Bank  acted  on  the  Expansive  Theory. 

In  1772  the  most  severe  Monetary  Crisis  in  England  since  the 
South  Sea  scheme  took  place.  On  this  occasion  again  the  Bank 
came  forward  to  support  Commercial  Credit. 
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In  1782,  our  unhappy  war  with  America  was  ended;  and  the 
usual  results  of  the  termination  of  a  great  contest  took  place. 
The  Bank  had  greatly  extended  its  issues ;  and  a  very  alarming 
drain  of  specie  took  place,  which  at  one  time  threatened  to  compel 
them  to  stop  payment  The  Directors,  however,  considered  that  if 
they  could  only  restrain  their  issues  for  a  short  period,  the  returns 
in  specie  in  payment  of  the  exports  would  soon  set  in  in  a  more 
rapid  manner  than  they  went  out.  They  determined,  therefore,  to 
make  no  communication  to  the  (Jovemment,  hut  for  the  present  to 
contract  their  issms  until  the  Exchanges  turned  in  their 
FAVOUR.  The  Bank  felt  the  greatest  alarm  in  May,  1788.  They 
then  refused  to  make  any  advances  to  (Jovernment  on  the  loan  of 
that  year ;  but  they  did  not  make  any  demand  for  payment  of 
their  other  advances,  which  were  between  9  and  10  millions. 
They  continued  this  policy  up  to  October,  when  at  length  the 
drain  had  ceased  from  the  country,  and  money  had  begun  te  flow 
in  from  abroad.  At  length,  in  the  autumn,  when  the  favourable 
signs  began  to  appear,  they  advanced  freely  to  Government  on  the 
loan,  although  at  that  time  the  cash  in  the  Bank  was  actually 
lower  than  at  the  time  they  felt  the  greatest  alarm.  It  was  then 
reduced  to  £473,000. 

The  doctrine  then  stated  by  Mr.  Bosanquet  that  guided  the 
Directors  was  this — That  while  a  drain  of  specie  was  going  on, 
their  issues  should  be  contracted  as  much  as  possible ;  but  that  as 
soon  as  the  tide  began  to  give  signs  of  ceasing,  and  turning 
the  other  way,  it  was  then  safe  to  extend  their  issues  freely.  This 
policy  had  been  entirely  successful,  and  the  credit  of  the  Bank 
was  saved. 

15.  After  the  peace  of  1782,  the  commercial  energies  of  the 
country  were  greatly  developed :  to  carry  on  this  increased 
commerce  a  greatly  enlarged  currency  was  necessary ;  and  as  the 
monopoly  of  the  Bank  prevented  solid  banks  being  founded, 
innumerable  tradesmen  started  up  in  every  part  of  the  country 
issuing  notes.  Burke  says  that  when  he  came  to  England  in  1750, 
there  were  not  twelve  bankers  out  of  London  ;  in  1792  there  were 
about  400  :  the  great  majority  being  grocers,  tailors,  drapers,  and 
petty  shop-keepers.  In  the  autumn  of  1792  very  numerous 
failures  took  place  in  Europe  and  America.  In  January,  1793, 
the  general  alarm  was  greatly  increased  by  the  rapid  progress  oif 
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theFrendrBe^laticoL  Some  gieitlUQhira^aoenr^ 
in  Fdbniazy:  and  soon  the  panic  qxread  to  the  banks.  Of  Hum 
100  8to|^  payment,  and  200  wexe  much  shaken.  The  [ttiniiufl 
in  London  was  intenae ;  and  this  nataially  prodnoad  a  damandoa 
the  Bank  ftf  sopport  and  diaoonnta.  Bnfe  the  Bank  hms 
thoioiigbly  alanned,  leaolyed  to  ocmtract  ita  kaoes :  faankrofleifli 
multiplied  with  fiightftd  Fa{Hdi(^.  The  GoTemmeni  ingeft 
the  Bank  to  oome  forward  to  support  Oredit^  bat  thi^  xeaalalalp 
dedined* 

In  the  meantime  the  moat  ahrming  news  came  fh»i  8oothai& 
The  public  banks  were  quite  unaUey  with  due  regaid  to  their  ow» 
u&lbf,  to  sopped  the  private  bankers  and  eommeree.  Uniaai 
they  reodred  immediate  aaaistanoe  from  €k>yemment^  genmft 
ftflure  would  ensue.  When  uniy^nal  fiulure  seemed  immtnent^ 
Sir  John  Sinclair  remembered  the  precedeiri^  of  1697,  irbsxk  Om 
public  distress  was  allayed  by  an  iasue  of  Ezcheqonr  failbL  A 
Oommittee  of  the  House  (rf  Gommons  was  appointed,  who  reported 
that  the  sudden  discredit  of  so  large  an  amount  of  bankets'  notea 
had  produced  a  most  inconvenient  deficiency  in  the  dreulating 
medium;  and  that  unless  a  circnlatiDg  medium  was  provided,  a 
general  stoppage  must  take  place.  They  recommended  t^at 
Exchequer  bills  to  the  amount  of  £5,000,000  should  be  issued  under 
the  directions  of  a  board  of  commissioners  appointed  for  the 
purpose,  in  sums  of  £100,  £50,  and  £20. 

No  sooner  was  the  Act  passed  than  the  Committee  set  to  work. 
A  large  sum,  £70,000,  was  at  once  seat  down  to  Manchester  and 
Glasgow,  on  the  strength  of  the  Exchequer  bills,  which  were  not 
yet  issued.  This  unexpected  supply,  coming  so  much  earlier 
than  was  expected,  operated  like  magic,  and  had  a  greater  effect  Jh 
restoring  credit  than  ten  times  the  sum  could  have  had  at  a  later 
period. 

When  the  whole  business  was  concluded,  a  report  was  presented 
to  the  Treasury.  It  stated  that  the  knowledge  that  loans  might 
be  had,  operated,  in  many  instances,  to  prevent  them  being 
required.  The  applications  granted  were  238,  and  the  sum 
advanced  was  £3,855,624.  The  whole  sum  advanced  was  repaid; 
two  only  of  the  parties  assisted  became  bankrupt ;  all  the  others 
were  ultimately  solvent,  and  in  many  instances  possessed  of  great 
property.  A  considerable  part  of  the  sum  was  repaid  before  it 
was  due,  and  all  the  rest  with  the  utmost  punctuality.      After 
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all  expenses  were  paid,  the  transaction  left  a  clear  profit  to  the 
Gk)vemment  of  £4,848. 

Contemporary  writers  all  bear  witness  to  the  extraordinary 
effects  produced.  Macpherson  says,  that  the  Tery  intimation  of 
the  intention  of  the  Legislatare  to  snpport  the  merchants, 
operated  like  a  charm  over  the  whole  country,  and  in  a  great 
degree  superseded  the  necessity  of  relief  by  an  almost  instantaneous 
restoration  of  confidence.  Sir  Francis  Baring  concurs  in  this 
view,  and  adduces  the  remarkable  success  of  the  measure  as  an 
argument  to  shew  the  mistaken  policy  of  the  Bank.  After  careful 
deliberation,  the  Bullion  Report  warmly  approved  of  it ;  censured 
the  proceedings  of  the  Bank ;  and  especially  cite  it  as  an 
illustration  of  the  principle  they  laid  down,  that  an  enlarged 
accommodation  is  the  true  remedy  for  that  occasional  fiulure  of 
confidence  to  which  our  system  of  Paper  Credit  is  unavoidably 
exposed. 

This  occasion,  therefore,  is  a  most  important  example  of  the 
beneficial  eflTects  of  the  Expanstvb  Theory  in  a  monetary 
panic. 

16.  Towards  the  end  of  1794  the  exchanges  began  to  fall 
rapidly,  and  in  May,  1795,  were  so  low  that  it  was  profitable  to 
export  bullion.  "WTiile,  however,  the  exchanges  were  so  adverse, 
the  issues  of  the  Bank  were  immensely  extended,  ftx>m  circum- 
stances which  are  too  long  to  state  at  length  here,  but  which  we 
have  given  already,*  and  which  there  is  no  necessity  to  detail, 
because  the  simple  fact  is  enough  that  the  issue  of  Bank  Notes 
was  greatly  increased  while  gold  was  rapidly  leaving  the  country. 
The  Directors  now  became  seriously  alarmed  for  the  safety  of 
the  Bank,  and  took  the  most  rigorous  measures  to  contract  their 
issues.  In  April,  1796,  the  exchanges  became  favourable,  and  they 
continued  to  be  so  till  February,  1797. 

The  excessive  contraction  of  its  issues  by  the  Bank  caused  the 
greatest  inconvenience  to  commerce,  and  a  meeting  of  bankers 
and  merchants  was  held  to  devise  some  means  of  relief.  The 
failures  among  the  country  bankers  in  1798  had  caused  an 
immense  diminution  in  the  country  issues,  and  Thornton  says 
that  in  the  last  three  months  of  1796  the  issues  of  the  Bank  were 
no  higher  than  they  had  been  in  1782,  with  an  amount  of 
'  roi,L,jp.uo. 
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commerce  many  times  larger  than  in  that  year.  As  tiie  public 
could  not  get  Notes,  they  made  a  steady  and  continuous  demand 
for  guineas :  and,  although  the  excMnges  were  favourable  to  the 
country y  and  gold  was  coming  in  from  abroad,  there  was  a  severe 
drain  on  the  Bank  for  gold.  Political  circumstances  added  to  the 
alarm,  and  about  the  middle  of  February  a  stoppage  of  country 
banks  became  general.  The  panic  reached  London,  and  a  general 
run  began  upon  the  bankers.  Before  this  the  Directors  had  used 
the  most  violent  efforts  to  contract  their  issues.  In  five  weeks 
they  had  reduced  them  by  nearly  £2,000,000.  On  the  2l8t 
January  they  were  £10,550,830,  on  the  2l8t  February  they  were 
£8,040,250.  But  even  this  gave  no  true  idea  of  the  curtailment 
of  mercantile  accommodation;  for  the  private  bankers  were  obliged, 
for  their  own  security,  to  follow  the  example  of  the  Bank.  In 
order  to  meet  their  payments,  persons  were  obliged  to  sell  their 
stock  of  all  descriptions,  at  an  enormous  sacrifice.  The  3  per 
cents,  fell  to  51 ! 

On  Saturday,  the  25th  February,  1797,  the  specie  in  the  Bank 
was  reduced  to  £1,272,000,  with  the  drain  becoming  severer  every 
hour.  The  Directors  now  felt  that  they  could  hold  out  no  longer : 
and  on  Sunday  a  Cabinet  Council  was  held,  and  an  order  in 
Council  issued  directing  the  Bank  to  suspend  payments  in  cash 
until  the  sense  of  Parliament  could  be  taken  on  the  subject. 
Accordingly,  on  Monday,  the  27th,  the  cash  being  then  re- 
duced to  £1,080,170,  the  Bank  suspended  payments  in  cash, 
and  did  not  resume  them  partially  till  1810,  and  completely 
till  1821. 

But  immediately  this  was  done,  they  enlarged  their  accommo- 
dation liberally;  within  a  week  they  increased  their  issues  by 
two  millions,  and  the  relief  was  very  great.  A  meeting  of 
4,000  merchants  and  bankers  agreed  to  support  the  credit  of 
the  Notes. 

The  most  eminent  authorities  afterwards  severely  censured  the 
management  of  the  Bank.  Thornton  said  that  the  excessive 
contraction  of  Notes  had  shaken  public  credit  of  all  descriptions, 
and  had  caused  an  unusually  severe  demand  for  guineas  :  that  the 
Bank  ought  to  have  extended  its  issues  to  supply  the  place  of  the 
country  Notes  which  were  discredited.  Boyd  was  clearly  of 
opinion  the  excessive  restriction  of  Notes  was  the  chief  cause  of 
the  forced  sale  and  depreciation  of  the  public  securities.     In  1810 
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the  Governor  of  the  Bank  said,  that  after  the  experience  of  the 
policy  of  restriction,  many  of  the  Directors  repented  of  the 
measure:  and  the  Bullion  Committee  explicitly  condemned  the 
policy  of  the  Bank,  both  in  1798  and  1797. 

Nothing,  in  short,  could  be  more  unhappy  than  their  regulation 
of  their  issues.  When  the  exchanges  were  violently  adverse,  so 
that  it  was  very  profitable  to  export  gold,  they  enlarged  them  to 
an  extravagant  extent :  and  when  the  exchanges  were  extremely 
favourable,  so  that  gold  was  flowing  in,  they  contracted  them  with 
merciless  severity.  The  issues,  which  were  £14,000,000  when 
the  exchanges  were  against  the  country,  were  reduced  to 
£8,640,250  when  they  had  been  for  several  months  eminently 
favourable.  The  entire  concurrence  of  the  evidence  shews  that  it 
was  this  excessive  restriction  of  credit  which  caused  the  severe 
demand  for  gold. 

And  now  we  see  the  practical  results  of  the  two  policies :  when 
all  commercial  and  banking  credit  was  on  the  verge  of  universal 
ruin,  it  was  saved  and  restored  by  the  Expansive  Theory  in 
1793;  in  1797  the  Restrictive  Theory  was  carried  out  to  the 
bitter  end,  and  the  result  was  the  Stoppage  of  the 
Bank. 

A  consideration  of  all  these  circumstances  induced  the  Bullion 
Committee  to  condemn  the  Restrictive  Theory  in  the  most 
emphatic  terms;  and  all  the  greatest  mercantile  authorities  of 
that  period,  including  Peel  himself,  as  we  have  shewn,  in  1819, 
entirely  concurred  in  these  doctrines:  and  they  said  that  no 
limitation  of  the  Bank's  power  of  issue  could  ever  be  prescribed 
at  any  period,  however  remote.  That  period,  however,  came 
in  1844. 

The  next  great  crisis  was  in  1825.  Ever  since  the  beginning  of 
1824  there  was  a  continual  drain  of  bullion,  which  the  Bank  took 
no  means  to  stop.  It  fell  from  13j  millions  in  March,  1824, 
steadily  and  continuously,  to  barely  8  millions  in  November,  1825, 
when  every  one  felt  a  crisis  to  be  impending.  The  papers 
discussed  the  policy  of  the  Bank,  and  it  was  generally  expected 
that  it  would  rigorously  contract  its  issues.  The  panic  began  on 
Monday,  the  12th  of  December,  1825,  with  the  fall  of  Pole, 
Thornton  &  Co.,  one  of  the  principal  city  banks,  which  drew  down 
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with  them  forty  country  banks.  A  general  ran  began  npon  all 
the  city  bankers.  For  three  days  the  Bank  pursued  a  pdicy  of  the 
most  severe  restriction.  Mr.  Huskisson  said  that  during  48 
hours  it  was  impossible  to  convert  into  money,  to  any  extent,  the 
best  securities  of  the  Government.  Exchequer  bills,  Bank  Stock, 
East  India  Stock,  as  well  as  the  public  fands,  were  unsaleable. 
At  last,  when  universal  stoppage  was  imminent,  the  Bank 
completely  reversed  its  policy.  On  Wednesday,  the  14th,  it 
discounted  with  the  utmost  profaseness.  Mr.  Harman  said— 
"  We  lent  by  every  possible  means,  and  in  modes  we  had  never 
adopted  before ;  we  took  in  stock  as  security ;  we  purchased 
Exchequer  bills :  we  made  advances  on'  Exchequer  Wlls :  we  not 
only  discounted  outright,  bat  we  made  advances  on  deposits  of 
bills  of  exchange  to  an  immense  amount:  in  shorty  by  every 
possible  means  consistent  with  the  safety  of  the  Bank,  and  we 
were  not,  on  some  occasions  ovemice ;  seeing  the  dreadful  state 
the  public  were  in,  we  rendered  every  assistance  in  our"  power." 
Between  Wednesday  and  Saturday  the  Bank  issued  £5,000,000  in 
Notes,  and  sent  down  to  the  country  a  large  box  of  £1  notes, 
which  they  accidentally  found.  This  bold  policy  was  crowned 
with  the  most  complete  success  ;  the  panic  was  stayed  almost 
immediately,  and  by  Saturday  was  over. 

The  circumsbmces  of  this  crisis  are  the  most  complete  and 
triumphant  example  of  the  truth  of  the  principles  of  the  Bullion 
Report,  and  of  the  Expansive  Theory :  and  signally  vindicate  the 
wisdom  of  Peel  in  1819,  when  he  refused  to  adopt  the 
Restrictive  Theory,  and  impose  a  numerical  limit  on  the 
Bank's  issues. 

The  next  crisis  was  in  1837:  but  the  Bank,  foreseeing  it, 
judiciously  anticipated  it,  and  made  the  most  liberal  i&sues  to 
houses  which  required  it.  By  thus  adopting  the  Expansive 
Theory  in  good  time,  nothing  more  occurred  than  a  severe 
monetary  pressure,  which  was  prevented  from  deepening  into 
a  crisis  entirely  by  the  judicious  conduct  of  the  Bank. 

The  Bank  Act  was  passed  amid  general  applause,  but,  as  said 
above,  on  tlie  very  first  occasion  on  which  its  powers  were  tested, 
in  April,  1847,  it  completely  failed  to  compel  the  Directors  to 
carry  out  its  principle,  and  ono-third  of  its  bullion  ebbed  away, 
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withont  any  appreciable  diminution  of  the  amount  of  its  notes  in 
circulation. 

But  in  October,  1847,  a  far  severer  crisis  took  place.  The 
Bank  made  immense  advances  to  other  banks  and  houses  to 
prevent  them  from  stopping  payment.  But  numerous  Banks  and 
Commercial  Houses  did  stop  payment,  and  the  resources  of  the 
Bank  were  exhausted.  At  last,  after  repeated  deputations  to  the 
Government  to  obtain  a  relaxation  of  the  Act,  and  with  the 
stoppage  of  the  whole  commercial  world  imminent,  the  Govern- 
ment authorised  the  Bank  to  issue  at  discretion.  And  what  was 
the  result?  The  panic  vanished  in  10  minutes!  No  sooner  was 
it  known  that  notes  might  be  had  if  necessary,  than  the  want  of 
them  ceased.  The  whole  issue  of  Notes,  in  consequence  of  this 
letter,  was  only  £400,000,  and  the  legal  limits  of  the  Act  were  not 
exceeded. 

Thus,  on  this  occasion  again,  the  Restrictivb  Theory  wholly 
failed;  and  the  Expansive  Theory  saved  the  country,  and 
was  the  only  means  of  saving  the  Bank  itself  from  stopping 
payment. 

The  next  great  crisis  was  in  November,  1857,  which  was  far 
more  severe,  as  regards  the  Bank  itself,  than  that  of  1847.  On 
the  12th  November,  1857,  the  Bank  closed  its  doors  with  the  sum 
of  £68,085  in  Notes;  £274,953,  in  gold  ;  and  £41,106  in  silver; 
being  a  total  sum  of  £387,144  !  Such  were  the  resources  of  the 
Bank  of  England  to  begin  business  with  on  the  18th  !  Truly  said 
the  Governor,  it  must  entirely  have  ceased  discounting,  which  would 
have  brought  an  immediate  ran  upon  it.  The  bankers'  balances 
alone  were  £5,458,000.  It  is  easy  to  see  that  the  Bank  could  not 
have  kept  its  doors  open  for  an  hour. 

On  the  evening  of  the  12th  the  Government  sent  a  letter  to  the 
Bank,  authorising  them  to  issue  Notes  at  their  discretion,  but  not 
at  a  less  rate  than  10  per  cent.;  and  next  morning  the  panic,  as 
before,  passed  away. 

Thus  on  this  occasion,  again  the  RESTnicriVE  Theory  wholly 
failed :  and  the  Expansive  Theory  saved  the  country :  and  was 
the  only  means  of  saving  the  Bank  itself  from  stopping 
pa3rment. 

The  next  great  crisis  was  in  1866,  which  was  still  more  severe. 
Unfortunately,  no  investigation  was  held  respecting  it,  so  that 
there  is  no  reliable  account  of  its  circumstances.    But  speculation 
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badeioeededalldiiebouik  Oa  ihe  lOtik  «r  liqr 
genaral  nm  upon  all  Uie  Lmdon  banks.  It  was  miA»  tafe  V 
cannot  aqr  with  what  trntii,  that  cue  great  bank  ahmopiii  amy 
i62|000,000inaizlioiin.  .After  banking  boon  it  beeMW  laaiMi 
tbat  the  great  disoonnt  boose  of  OrwraflU  Ckmcff  4e  Oow  hid 
stopped,  wilh  liabiHiiea  exceeding  ten  miIliouh*4fae  nmk 
stapendoos  JUfane  that  had  ever  taken  phoe  in  the  eiiy.  Ha 
residt  of  such  a  oalaslrophe  was  easily  ftranen;  not  another  bnk 
joaiM  hare  sarfived  the  next  day ;  and  that  evedfe^  Hie  Cknem- 
ment  again  anthorised  theBanktoisBneatdiscretiotttat  notta 
tbanlOparcent»  The  Bank  adfanoed  £12,225,000  in  fivw  dijs: 
but  the  panic  passed  away. 

Thus  again  the  BBSfnucrriYS  Thecnry  whoDy  fided:  fte 
ExFAKBiYB  Theory  sayed  the  ooontry,  and  was  die  only  meansef 
saTing  the  Bank  itself,  as  weQ  as  ev^  other  bank,  ftom  stoppiii; 
payment. . 

Thns  we  see  the  entire  fidlnre  of  Kr  Bob^  PeeTs  eoqpectaiioak 
He  took  away  the  power  of  unlimited  issnes  from  the  Baidc,  and 
imposed  a  rigorons  numerical  limit  on  its  powers  of  issney  nnder 
the  hope  that  he  had  preyented  the  recmrence  of  panics.  But 
the  panics  recurred  with  precisely  the  same  regularity  as  before; 
and,  therefore,  in  this  sense  too,  the  Act  has  failed :  and  when 
panics  do  occur,  it  is  decisively  proved  that  it  is  wholly  incom- 
petent to  deal  with  them. 

17.  It  has  been  seen  that  it  is  a  complete  delusion  to  suppose 
that  the  Bank  Act  carries  out  the  "Currency  Principle."  It 
might  be  supposed,  perhaps,  that  if  it  did  really  carry  out  the 
"  Currency  Principle,"  it  might  prevent  panics  arising.  General 
experience,  however,  entirely  negatives  this  view.  In  1764,  the 
most  terrible  Monetary  Crisis  which  had  up  to  that  time  occurred, 
took  place  at  Amsterdam  and  Hamburg,  where  the  banks  were 
really  constructed  on  the  "  Currency  Principle." 

A  decisive  example  of  this  took  place  at  Hamburg  in  1857.  A 
similar  Monetary  Crisis  took  place  there>  as  here,  and  the  Bank 
being  constructed  on  the  "  Currency  Principle,"  had  no  power  to 
issue  Notes  to  support  Credit.  The  Magistrates  were  obliged  to 
issue  City  Bonds  to  support  the  Credit  of  the  merchants,  exactly 
as  the  Government  had  issued  Exchequer  bills  in  England  in 
1793.    Here  also  the  RESTRicrrvE  Theory  wholly  failed,  and  it 
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was  found  necessary  to  adopt  the  Expakbivb  Theory  to  avert 
oniyersal  failure. 

These  disasters  took  place  where  there  was  no  Currency  at  all, 
but  what  represented  bullion :  and  they  are  conspicuous  examples 
that  panics  occur  just  as  readily  under  a  purely  Metallic  Currency 
as  under  a  Paper  Currency, 

The  experience  of  every  other  country  exactly  confirms  the 
experience  of  England.  At  Turin  the  bank  was  constructed  on 
Bome  principle  of  limitation :  but  in  1857,  during  a  monetary 
panic,  it  was  found  necessary  to  suspend  its  constitution,  and  allow 
it  to  issue  Notes  to  support  Credit. 

The  very  same  thing  was  conspicuously  proved  in  1873.  In 
Austria,  in  North  Germany,  and  in  America,  the  Banks  were  all 
constructed  on  some  analogous  principle  of  limitation  on  their 
issues.  But  in  the  severe  monetary  panic  in  each  of  these 
countries,  it  was  found  necessary  to  suspend  their  constitutions, 
and  authorise  them  to  issue  at  discretion  to  support  commercial 
Credit. 

Thus  universally  throughout  the  world  it  is  proved  by  abundant 
experience,  that  the  Restrictivb  Theory  cannot  be,  maintained 
after  a  monetary  panic  has  reached  a  certain  degree  of  intensity ; 
and  that  it  is  absolutely  necessary  to  adopt  the  Expansive  Theory 
to  avert  universal  failure. 

18.  The  supporters  of  the  Act  of  1844  strenuously  maintain 
that  it  is  the  complement  of,  and  in  strict  accordance  with  the 
principles  of  the  Act  of  1819,  and  the  Bullion  Report.  But 
such  statements  are  utterly  incorrect :  and  the  following  are 
the  fundamental  differences  of  principle  between  them — 

I.  The  Bullion  Report  declares  that  the  mere  numerical 
amount  of  notes  in  circulation,  at  any  time,  is  no  criterion  whether 
they  are  excessive  or  not. 

The  Theory  of  the  framers  of  the  Act  is  that  the  Notes  in 
circulation  ought  to  be  exactly  equal  in  quantity  to  what  the 
gold  coin  would  be  if  there  were  no  Notes :  and  that  any 
excess  of  Notes  above  that  quantity  is  a  depreciation  of  the 
Currency. 

Is  this  principle  of  the  supporters  of  the  Act  in  accordance 
with  the  principle  of  the  Bullion  Report  ? 

II.  The  Bullion  Report  declares,  and  the  supporters  of  the 
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jlel  at  1819  Mt^MmuBi^iimt  llie  mh  teet  of  Oie  depm^atioii  d 
the  Piqper  Cnrrenqr  is  to  be  fixnid  in  the  Price  of  Gold  BuIUoil 
,iiid  the  itste  of  the  Voaiga  Exchangee. 

Tiistado  eqfS^— ^The  jnom  of  poper  moncj  slioiild  regulate 
tiieur  James  eokfy  hj  the  price  of  tQUion,  and  never  by  tht 
qneiitit^  of  their  peper  in  Gucnhtiau.  Th^  qimi3ti£y  can  never 
•be  too  great  nor  too  KtHe^  wiiiie  it  pre^ires  tbc  luune  ysIws  2m  tfat 
ateadaid." 

Aoeoiding  to  the  msppoftien  of  tbt^  Act  of  1M4,  the  tm 
oriterion  is  wfaettier  the  Notea  do  or  do  not  exceed  in  qnantitj  tbe 
gold  th^diqdaoe. 

'  la  the  doctrine  of  the  eopporterB  of  the  Act  <^  1844  ia 
aooQiEdance  with  the  prindfto  of  the  Bollion  ^Report,  wd  i>f  Uie 
Actofl819? 

m.  It  was  proposed  to  the  BnJIion  Committee  to  impoee  & 
jositiTe  limit  on  the  innes  of  the  Bank,  to  curb  their  powers  uf 
mismanagMnentb  Hie  Bnllion  Be|K>rt  expresBly  oondemiM  mj 
positiye  limitation  of  its  issoes:  and  Pt^l  in  1810,  and  in  183^ 
tdij  ooncorred  ia  this  eondemnatioa. 

The  Bank  Act  of  1844  speciallj  limits  the  tssoee  of  the  BaiiL 

Does  the  Bank  Act  of  1844  coincide  with  the  princtpto 
of  the  Bullion  Bep(»*t  and  the  doctrines  of  Peel  in  1819 
and  1833  ? 

lY.  The  Bnllion  Report^  after  discossing  the  most  impoitant 
monetary  crises  which  had  occurred  ap  to  that  time,  ^cpreesly 
condemns  the  BESTRicnvE  Theory  in  a  monetary  panic,  and 
Bays  that  it  may  lead  to  nniyersal  min:  and  recommends  the 
ExPANSiYE  Theory. 

The  Bank  Act  enacts  the  Restrictivk  Theory  by  Law; 
and  prevents  the  Expansive  Theory  fix>m  being  adopted. 

Does  the  Bank  Act  of  1844  agree  with  the  doctrines  of 
the  Bollion  Report^  and  of  Peel  in  1819  and  1833^  on  this 
point  ? 

In  1793  the  Bank  adopted  the  Restrictivb  Theory;  and 
when  all  commerce  was  on  the  brink  of  min,  the  Government, 
by  issuing  Excheqaer  bills,  adopted  the  Expansive  Theory,  and 
commerce  was  saved. 

In  1797  the  Restrictivb  Theory  was  carried  out  to  the  end, 
and  the  result  was  the  stoppage  of  the  Bank, 

'  Proposals  for  an  Economical  and  Secure  Currency^  §  3, 
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In  1825  the  Restrictivk  Theory  was  adopted  for  three  days, 
and  when  oommerce  was  again  on  the  brink  of  rnin,  it  was 
suddenly  abandoned ;  the  Expansive  Theory  was  adopted^  and 
commeroe  was  instantly  saved. 

In  1836  a  great  crisis  was  imminent :  the  Bank,  foreseeing  it, 
adopted  the  boldest  measures  before  it  came  on,  and  made  immense 
advances  to  sustain  commercial  credit :  the  policy  was  successful, 
and  aveited  a  general  panic. 

Peel,  in  introducing  his  measure  of  1844,  said  that  we  must 
never  again  have  such  discreditable  occasions  as  1825,  1836,  and 
1839  :  but  since  1844  we  have  had  1847,  1857,  and  1866.  On 
each  of  these  occasions  the  Rbstbiotive  Theory  was  enacted  by 
Law  :  and  on  each  occasion  the  Grovernment  was  obliged  to  come 
forward  and  authorise  the  Bank  to  break  the  Law,  to  abandon  the 
Restrictive  Theory  and  adopt  the  Expansive  Theory.  And 
by  so  doing  universal  ruin  was  averted,  and  the  Bank  itself  saved 
from  stopping  payment. 

Experience,  therefore,  has  indisputably  proved  that  the  Bullion 
Report  was  iramed  with  truer  \^isdom  and  scientific  knowledge  of 
the  Principles  of  Paper  Currency  than  the  Bank  Act  of  1844, 
The  only  deficiency  in  the  Report  was  that  it  failed  to  point  out 
the  proper  means  by  which  the  Paper  could  be  kept  at  par  with 
gold.  But  the  true  principle  of  controlling  the  Paper  Currency 
is  now  well  understood  to  be  by  adjusting  the  Rate  of  Discount 
by  the  Foreign  Euchanges,  and  the  state  of  the  bullion  in  the 
BanL 

Examinatian  0/  the  Arguments  alleged  for  mamtmrmg  the 
Bank  Act. 

19.  It  has  now  been  clearly  shewn  that  the  Bank  Act  has 
completely  failed  both  in  Theory  and  Practice.  It  has  been 
shewn  that  it  is  based  on  a  Definition  of  the  word  "  Currency," 
which  is  entirely  erroneous  in  Commercial  Law,  and  in  Philosophy 
— that  it  professes  to  adopt  a  Theory  of  Currency,  which  it 
has  entirely  failed  to  enforce — that  if  the  Directors  choose,  they 
can  mismanage  the  Bank  quite  as  easily  under  the  Act  as  beforei 
it.  Lord  Overstone  justly  pointed  out  that  the  radical  vice  of  the 
Bank  principle  of  1832  was  that  the  Bank  might  be  completely 
drained  of  gold  without  a  single  note  being  withdrawn  from  the 


t  f€tlfi  fnliBc;  iht  Bttik  Ad  «i0  ejprte^  fraoed  witb  ^e 
I  ^  cnwpeHmg  tbe  Df rectors  lo  vithdiaw  npt^  from  tht 
gold  was  drttWB  out  of  tl^  Baak.  Bot  it  was 
IQ  Aprils  1S47,  Uial  the  Bank  Ad  had  prec^iseJf 
lt«  MMi»dial  ae^ci  is  tbo  Btak  pradple  of  1B32 ;  the  Di- 
imdmm  iHomd  manj  miRMiiu  of  gold  lo  fce'vitlidniwii  from  tbe 
Budt  TttlifiQt  withdnvin^  m  sixigle  noie  &v>m  Ibe  pobtic^  and  kb« 
fntenlad  ''Maclkfliiiial'ttstkiiiortlie  Acl  vIm^  &iled  lo  |xr%fei^ 
thmi  doki^  ao^-llnt  Ibe  Act  wm  ccqiffnlj  Earned  witji  ilie 
ttpcctatiun  diil  It  woaU  preTi^nt  ooommaol  pftnicB^  and  tliut  i^ 
Im  vbollf  fiukd  in  dotag  so :  and  hitbario  psoika  hare  r^coned 
liltb  tlie  9me  regtihritT  as  be^tc^-aad  fortlterQiare^  although  tlif 
Ad;  b  in  no  Aflse  v&atefer  tlie  origuial  canac  or  aottEw  of  tbesa 
cmes,  jet  irliea  thej  *  ooctir,  and  tbey  T»di  a  oeriiiii  Aegi^  of 
intEOfitf,  tbe  ofieniiDD  of  the  Aci,  hj  Tmhlj  limiliDg  ibe  nnanfl 
43if  oTJitaiiffr,  daipan  a  seTere  moDeiarj'  picsntre  iBfeo  a  paaif^ 
vliicii  caA  oi^f  bo  aBajred  l>j  its  wi^ieiimon,  and  m  rw^aSmn  of  it» 
pnudptei; 

ta  eretj  one  of  tbese  nspeels  tlia  Bank  Act  faaa  complelelf 
IkUod :  and  in  Tegaid  to  these  things  iu  credit  and  nepntatfon  ii 

're,  necaasuj  to  examine 
fairlj  the  argoments  alleged  in  its  favoar,  and  the  leasons  mged 
why  it  fihoold  still  be  maintained. 

The  supporters  of  the  Act,  allowing  that  it  has  failed  in  floine 
reepects^  jet  maintain  that  the  Directors  baring  committed  tbe 
same  mischievons  errors  as  they  had  done  before  it,  it  arrested 
their  mis-management  mnch  sooner  than  wonld  otherwise  havB 
been  the  case ;  and  that  when  the  panic  did  occur,  it  was  odIJ 
throogh  tbe  Act  that  the  Bank  had  6  millions  of  gold  to  meet  tbe 
crisis ;  and  that  by  this  means  the  conyertibility  of  the  Note  wa^ 
aecored. 

So  far  as  regards  the  crisis  of  1847,  it  mnst  be  admitted  tib^^ 
there  is  mndi  force  and  truth  in  this  argument.  The  Directo*^ 
at  that  date  shewed  that  they  had  not  yet  acquired  the  trt^ 
principles  of  Banking,  and  it  must  be  conceded  that  it  w^ 
entirely  owing  to  the  Act  that  they  were  checked  in  th^^ 
mistaken  policy  while  there  was  still  six  millidns  of  gold  in  tt^^ 
Bank. 

But  the  same  ground  of  censure  did  not  apply  to  the  crisis  ^^ 
1857.    In    the  interval  between  1847  and  1857,  the  Directt^^ 
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really  at  last  grasped  the  trae  method  of  oontroUing  the  Paper 
Currency  by  means  of  the  Rate  of  Disconnt.  The  trnth  of  ttiis 
principle  was  probably  more  enforced  upon  their  attention  by  the 
limitation  imposed  by  the  Act  than  it  would  otherwise  have  been. 
It  has  never  been  alleged  that  the  crisis  of  1857  was  in  any  way 
doe  to  the  Act.  But  it  is  a  matter  of  positive  certainty  that 
since  that  date  the  Bank  has  fully  recognised  and  adopted  the 
principle  of  governing  the  Paper  Currency  by  means  of  the 
Bate  of  Discount.  The  same  rule  has  been  adopted  by  the  Bank 
of  France,  and  this  is  now  the  recognised  principle  by  which 
every  Bank  is  managed.  Certainly  since  1857  there  has  not  been 
a  breath  of  blame  on  the  general  management  of  the  Bank. 
Granting  every  merit  which  can  fairly  be  due  to  the  Act,  that  it 
has  compelled  the  recognition  and  adoption  of  this  principle 
some  years  earlier  than  it  othensise  would  have  been,  it  may 
be  said  that  the  Act  has  now  fulfilled  its  purpose.  It  has  done  all 
the  good  that  it  can  do.  The  Directors  now  perfectly  understand 
and  have  for  the  last  17  years  conducted  the  Bank  with  the 
greatest  success  on  sound  principles.  Having,  therefore, 
accomplished  this  great  purpose,  the  Act  has  done  its  work, 
and  has  ceased  to  be  necessary :  and  its  operation  at  other  most 
important  times  being  proved  to  be  injurious  by  the  most 
overwhelming  evidence,  it  may  now  be  safely  and  advantageously 
repealed — so  far  at  least  as  regards  the  limitation  of  its  power 
of  issue.  And  the  reason  for  the  expediency  of  this  change 
is  this — 

Under  tlie  present  system  of  Commercial  Credit,  tTiere  must  be 
some  Source  tvith  the  pawer  of  issuing  undoubted  Credit  to 
support  solvent  Commercial  Houses  in  times  of  Monetary  Panic. 

It  has  been  conclusively  shewn  in  the  preceding  remarks,  (hat 
it  is  entirely  futile  to  expect  that  Commercial  Crises  can  be 
prevented,  and  that  they  occur  with  precisely  the  same  violence 
in  places  where  there  is  a  purely  metallic  currency  as  anywhere 
else.  Hence  the  illusions  in  this  respect,  on  which  the  Act  was 
founded,  are  now  completely  vanished. 

In  all  cases,  houses  which  are  clearly  insolvent  should  not  bo 
supported ;  they  ought  to  be  compelled  to  stop  without  any 
besitation.  To  support  snch  houses  is  a  fraud  upon  their  creditors. 
But  under  our  complicated  system  of  commerce,  the  Credit  of 


€f«ft  tiift  SKBC  sktvcBS  Booaei  s  an  iBLBRwii 
^Ihen.  icjas,  so  r,ii«  eazi  ;eil  !ii:w  ^  a2t  iuaK.  e^ca  of  sfaekigjh«i 
■aae,  is  3riT#cc.  CooaeqaenslT.  ev^rr  one  a  afcrtrf  fc^r  tkii 
■anvfaftl  ^acredii.  Mjolj  nocna  wniea  sre  loiiT  siivcBt»  an j 
b»Ye  cbeir  mkci  !ocki>d  op  in  ssne  ism  vitkii  k  boc  reftdilj 
coarerabte.    Usder  fcdi  eiraimsBuiees  ic  k  ahwrfffy  ladiBpea- 

aflord  nadoGbced  credit  go  bocaes  whidi  can  profie  tlieir  sitveiMT. 
Aad  there  are  bet  two  »ixrce§  from  which  soch  cxe£i  caa  be 
JMLil — cbe  GoTemmeiu  and  the  Bank  of  Kngtiiri. 

In  \1^%j  the  Bank  roofaneij  refnaed  b>  snpfnrt 
Gredt,  and  cbe  GoTemment  were  obliged  co  a«B(  aoheiis 
with  Ezcheqner  biOa,  and  cbii  saTed  the  commerdai  ooouannity 
from  rain.  In  1797,  the  Bank  aL»  refined  to  support  commeroep 
and  the  resnlc  waa  its  own  stoppage.  After  the  stoppage, 
howerer,  it  largelj  extended  its  iflRKS,  and  coauneroe  wasrdieTed. 

In  ererj  oonunercial  crisis  since  1797,  however  stemlr  the 
Bank  has  adopted  the  Rej^tricttve  Theory  at  fint,  it  baa 
nltimatelj  been  driren  to  abandon  it,  and  adopt  the  Exfassits 
Theory.  In  1825,  whik  the  Bank  persisted  in  the  Rbstrictivb 
Theory,  some  eminent  bankers  stopped  payment  with  assets  worth 
40b.  in  the  pound.  Two  days  afterwards  the  Bank  changed  its 
policy,  and  issued  notes  with  the  most  profuse  liberality,  and  the 
panic  vanished.  If  the  Bank  had  adopted  this  principle  at  first, 
and  assisted  those  bankers  who  were  really  solvent,  they  would 
have  been  saved  from  stopping  payment. 

The  very  same  principle  was  decisively  proved  in  1847,  1857, 
and  1866  ;  the  Re8TBICTI\'B  Theory  was  in  those  years  enforced 
by  law.  But  no  Government  could  maintain  the  Act  and  the 
KKHTRTfmvE  Theory  to  the  bitter  end,  and  face  the  consequences 
of  pnxlucing  universal  ruin  in  pursuance  of  a  Theory,  which  the 
most  distinguished  authorities  of  former  times  had  unanimously 
condemned. 

It  is,  therefore,  irrefragably  proved  by  the  unanimous  opinion 
of  the  most  eminent  commercial  authorities,  and  the  clear 
experience  of  100  years,  that  the  Restrictive  Theory  in  a 
commercial  crisis  is  a  fatal  delusion  ;  and  that  when  a  commercial 
panic  is  impending,  the  only  way  to  avert  and  allay  it  is  to  give 
prompt,  immediate,  and  liberal  assistance  to  all  houses  who  can 
prove  themselves  to  be  solvent;  at  the  same  time  allowing  all 
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homeB  which  are  really  insolvent  to  go.  Uniyersal  experience 
proves  that  this  is  the  only  means  of  separating  the  sound 
from  the  onsoundy  and  averting  general  ruin  by  preserving  the 
former. 

20.  As  a  matter  of  fact  it  is  perfectly  well  known  to  all  bankers 
that  an  excessive  restriction  of  credit  prodtices  and  causes  a  run 
for  gold. 

Sir  William  Forbes,  in  his  interesting  Memoirs  of  a  Banking 
HousBy  says  of  the  crisis  of  1793 — "These  proceedings,  which 
obviously  foreboded  a  risk  of  hostihties,  were  the  signal  for  a 
check  on  mercantile  credit  all  over  the  kingdom ;  and  that  check 
led  by  consequence  to  a  demand  on  hankers  for  the  money  deposited 
wUh  themy  in  order  to  supply  the  wants  of  mercantile  men." 

The  Bullion  Report  expressly  attributes  the  stoppage  of  the 
Sank  in  1797  to  the  merciless  restriction  of  Credit. 

In  1857,  discounts  had  ceased  at  the  various  banks,  and  a 
general  run  was  commencing  upon  them,  when  the  Treasury 
letter  came:  this  allayed  the  panic,  and  stopped  the  run. 

In  1866,  matters  were  a  great  deal  worse.  In  consequence  of 
t«he  restriction  on  Credit,  a  most  severe  and  general  run  took 
place  on  all  the  London  bankers.  The  sum  paid  away  during  the 
panic  can  probably  never  be  known,  but  it  was  something^ 
perfectly  fabulous.  And  this  general  run  upon  the  bankers  was 
certainly  caused  and  produced  by  the  excessive  restriction  of 
Oredit,  caused  by  the  Bank  Act. 

The  result  of  such  an  Act  was  most  distinctly  predicted  by 
Henry  Thornton,  one  of  the  joint  authors  of  the  BuUion  Report^ 
ixi  his  treatise  on  the  Paper  Credit  of  Great  Britain,  published  in 
1«02.     He  says— 

**  Two  kinds  of  error  on  the  subject  of  the  affairs  of  the  Bank 
^f  England  have  been  prevalent.  Some  political  persons  have 
assumed  it  to  be  a  principle,  that  in  proportion  as  the  gold  of  the 
I^aak  lessens,  its  paper,  or,  as  is  sometimes  said,  its  loans  (for  the 
^D^ount  of  the  one  has  been  confounded  with  that  of  the  other), 
^^ht  to  be  reduced.    It  has  been  already  shewn,  that  a  maxim 

^^     THIS    SORT,   IF  STRICTTLY    FOLLOWED    UP,    WOULD    LEAD     TO 
^^ITBBSAL   FAILURE." 

The  Bank  Act  of  1844    was    constructed    on    this   precise 
Prtudple,  and  Thornton's  prediction  has  been  strictly  verified. 
Seeing,  then,  that  it  is  a  matter  of  absolute  demonstratioa  t.Kii^ 
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it  is  indispensably  necessary  that  there  must  be  some  sonrce 
haying  the  power  to  issne  solid  Credit  to  support  solvent  houses 
in  Monetary  Panics,  it  only  remains  to  consider  whether  that 
sonrce  should  be  the  Gk)yemment,  or  the  Bank — and  very 
oonyincing  reasons  shew  that  it  ought  to  be  the  Bank  rather  than 
the  Government. 

Such  a  duty  is  quite  out  of  the  usual  line  of  the  Government. 
They  must  issue  a  Special  Commission  to  investigate  the  solvency 
of  those  merchants  who  ask  for  assistance.  Such  a  Commission 
would  never  be  appointed  until  matters  had  become  very 
severe,  and  much  suffering  would  be  caused  by  the  unnecessary 
delay. 

But  such  a  thing  is  the  ordinary  and  every  day  business  of  the 
Bank.  The  merchant  simply  goes  in  the  ordinary  way  of 
business  to  the  Directors,  satisfies  them  of  his  solvency,  gives 
the  necessary  security,  and  receives  the  assistance  without 
delay. 

These  considerations,  as  well  as  others  that  might  be  adduced, 
shew  that  the  proper  source  to  have  this  power  is  the  Bank  of 
England  and  not  the  Government. 

21.  Some  persons,  however,  might  suppose  that  such  an  issue 
of  notes  might  turn  the  Foreign  Exchanges  against  the  country. 
It  was  formerly  supposed,  and  the  idea  pervaded  Sir  Robert  Peel's 
spcMdch,  that  the  Foreign  Exchanges  are  mainly  influenced  by  the 
numerical  amount  of  Notes  issued.  But  in  modern  times  it  has 
been  proved  that  the  Rate  of  Discount  is  an  infinitely  more 
powerfiil  method  of  acting  on  the  Exchanges  than  the  amount  of 
Notes.  And  this  may  be  said  to  be  a  new  discovery  since  Sir 
Robert  Peel's  speech  ;  for  there  is  not  a  trace  of  the  principle  to  be 
found  in  it.  In  former  times,  certainly,  when  there  were 
multitudes  of  Banks  issuing  torrents  of  Notes,  these  Notes 
lowered  the  Rate  of  Discount,  and  drove  bullion  out  of  the 
country.  But  under  the  modern  system,  when  these  issues  have 
been  happily  suppressed,  all  danger  on  this  score  has  vanished : 
and  under  present  circumstances  no  issues  are  excessive  which  do 
not  lower  the  Rats  of  Discount. 

The  doctrine  laid  down  in  the  Bullion  Report,  and  by  all  the 
most  eminent  authorities  of  that  period,  was,  that  the  true 
criterion  of  the  proper  quantity  of  Paper  Currency  was  not  in  its 
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numerical  amount,  but  the  state  of  the  Foreign  Exchanges  and  the 
Market  Price  of  Gold  Bullion.  This  doctrine  was  true  so  far  as  it 
went:  but  unfortunately  they  never  investigated  the  correct 
method  of  keeping  the  Paper  Currency  in  its  proper  state.  The 
principal  method  thought  of  until  after  Sir  Robert  Peel's  time, 
was  simply  diminishing  its  numerical  amount.  It  is  true  that 
raising  the  Rate  of  Discount  was  reckoned  among  the  subsidiary 
methods  of  curbing  it,  but  so  little  was  its  true  importance 
understood,  that  it  was  not  even  mentioned  by  Sir  Robert  PeeL 
Since  his  time,  however,  it  has  been  demonstrated  by  argument, 
and  proved  by  conclusive  experience,  that  it  is  the  true  supreme 
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Currency,  and  that  all  other  methods  are  insignificant  compared 
to  it.  And  since  the  Directors  now  thoroughly  understand  and 
act  upon  this  principle,  they  may  be  entrusted  with  unlimited 
powers  of  issue. 

22.  Some  able  authorities,  however,  are  of  opinion  that 
the  Act  should  be  maintained,  as  it  strengthens  the  hands  of  the 
Directors  in  carrying  out  this  principle,  and  enforcing  the  rule. 
That  without  the  Act,  commercial  pressure  upon  them  might 
sometimes  be  too  strong  to  resist.  Whatever  force  there  may  be 
in  this  argument,  it  will  be  found  that  the  other  arguments 
completely  outweigh  it ;  and  in  fact  such  an  argument  naturally 
leads  us  to  consider  the  constitution  of  the  Directorate  itself.. 

By  a  remarkable  custom,  professional  bankers  are  excluded 
from  the  Directorate  of  the  Bank,  which  is  exclusively  composed 
of  merchants.  It  has  long  been  recognised  that  Commercial 
Credit  and  Banking  Credit  are  of  two  distinct  natures,  and  in 
many  respects  essentially  conflicting  and  antagonistic.  The  same 
persons  should  not  carry  on  both  kinds  of  business  ;  great  bankers 
should  not  be  merchants,  and  great  merchants  should  not  be 
bankers.  The  Duty  of  a  banker  frequently  conflicts  with,  and  is 
antagonistic  to,  the  Interest  of  a  merchant.  A  banker's  duty 
is  to  keep  himself  always  in  a  position  to  meet  his  liabilities  on 
demand ;  and  when  there  is  a  pressure  upon  him  it  is  his  duty  to 
raise  the  price  of  his  money.  But  the  Interest  of  a  merchant 
always  is  to  get  accommodation  as  cheap  as  possible.  Hence,  as 
the  Directors  emanate  exclusively  from  the  Commercial  body,  the 
Interest  of  the  body  from  which  they  come,  has  been  frequently 
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oppcwdtodMirDurratDiiecfamor  AmBi^  Andytnoilfi 
it  eannot  be  denied  that  their  sympefchy  for  the  bod^  to  vUA 
thej  bdooged  hae  interfered  with  their  proper  oonne  d 
action  at  Direeton  of  the  Bank,  and  haa  been  the 
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The  whole  principlea  of  the  eabject  haTe  now  been  hng^  ti 
aftrietly  adentifio demonatnUion.  If,  therefore,  the  Diraotonfal 
themadyoi  unable  to  withafcand  CkMnmercial  preaaore,  and  Ml 
their  midoobted  dniy,  it  woold  aeem  to  nuae  the  qnoaKon  wfaeihr 
aome  modification  of  the  oonatitotion  of  the  INrectonte  might  vt 
be  dennble,  and  whether  a  certain  portion  of  them^  at  leart» 
ahoold  not  be  aa  unconnected  with  commerce  aa  private  baniten 
are.  Tliere  are  yerj  good  reaaona  why  they  ahoidd  not  be 
aoBcbiiWBhf  taken  from  the  Oommerdal  body. 

The  overwhelming  weight  of  practiod  oonaidemtioai  k  ia 
fovonr  of  reatoring  the  Bank  to  its  original  oniditkm,  and 
abdiiflhing  the  aeparation  of  the  two  departmenta ;  which  haa  been 
ahewn  waa  intended  to  carry  oat  a  particnlacr  Thbort,  bat  wfaidi 
it  wholly  fidla  to  do.  For  while  times  are  quiet,  or  even  daring  a 
tolerably  severe  monetary  preesiire,  the  Act  is  whoUy  in  abeyance^ 
it  is  utterly  inoperative.  Bat  when  a  real  commercial  crisis  takee 
place,  and  it  totally  fails  to  prevent  these,  as  it  was  expected  to  do 
— and  when  that  crisis  has  deepened  beyond  a  certain  degree  of 
intensity,  then  the  Act  springs  into  action  with  deadly  effect.  It 
prevents  by  Law  the  only  coarse  being  adopted,  which  the 
unvarying  experience  of  100  years  has  shewn  to  be  indispensable 
to  avert  a  panic,  namely,  a  timely  and  liberal  assistance  to  solvent 
houses :  then  follows  wild  panic ;  and  if  the  Act  were  rigorously 
maintained,  then  universal  rain. 

There  is  also  another  circumstance  of  the  greatest  importance 
to  be  observed,  but  which  has  not  obtained  sufficient  notice.  By 
the  Bank  Act  of  1833,  Bank  Notes  are  made  legal  tender  only 
whUs  the  Bank  pays  its  Notes  in  gold  on  demand.  As  soon  as  it 
ceases  to  do  so,  no  one  can  be  compelled  to  take  them,  any  more 
than  any  other  bank  notes.  Gonseqaently,  if  the  Bank  were 
compellcNl  to  stop  payment  in  a  panic,  by  enforcing  the  Bank  Act 
of  1844,  to  its  last  extremity,  as  it  most  certainly  would  have  done 
in  1847, 1857,  and  1866,  its  Notes  immediately  cease  to  be  legal 
tender  by  the  Bank  Act  of  1833,  and  their  holders  could  not 
C9>mpel  any  one  to  receive  them  in  payment  of  a  debt. 
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23.  In  the  debate  on  Mr.  Anderson's  motion  in  the  House  of 
Commons,  on  the  25th  March,  1878,  the  Chancellor  of  the  Ex- 
chequer, Mr.  Lowe,  seemed  to  tnm  commercial  panics  into  ridicnle. 
He  said  that  we  never  hear  of  military  panics,  or  naval  panics ; 
why  then  should  we  hear  of  commercial  panics  ?  He  seemed  to 
consider  English  merchants  as  an  inferior  breed  of  men  to  English 
soldiers  and  English  sailors.  For  once  the  Bight  HonouraUe 
Gentleman's  acumen  was  at  fault.  The  analogy  is  wholly  erro- 
neous. It  is  the  duty  of  military  and  naval  men  to  face  death ; 
it  is  their  profession.  But  it  is  not  the  duty  of  commercial  men 
to  fece  ruin  with  equal  equanimity.  Under  the  modem  system  of 
commerce,  discount  is  as  necessary  to  commercial  existence  as  air 
is  to  the  life  of  the  body.  When  the  whole  commercial  community 
sees  the  very  means  of  their  existence  rapidly  diminishing  before 
their  eyes,  they  naturally  rush  to  obtain  Notes  while  they  can, 
and  on  such  occasions  no  raising  of  the  Bate  of  Discount  can 
check  the  demand.  If  they  cannot  get  Notes,  they  run  for  Gold. 
Such  a  state  of  things  naturally  and  inevitably  produces,  and 
invariably  will  produce  a  panic.  The  analogy  of  the  Black  Hole 
at  Calcutta  is  much  more  true.  When  150  wretched  men  were 
shut  up  for  a  whole  night,  in  a  tropical  climate,  in  a  room  less 
than  20  feet  square,  with  only  one  small  window  to  admit  air, 
they  naturally  fought  and  struggled  to  get  near  it  to  preserve  their 
existence.  Under  such  circumstances  there  was,  and  there  always 
would  be  a  panic.  So  in  the  commercial  world,  when  they  see  the 
very  means  of  their  existence  rapidly  diminishing  before  their  eyes, 
tiiey  naturally  fight  and  struggle  to  get  possession  of  it,  and  they 
alw^ays  will  do  so  under  similar  circumstances.  If  the  "  Currency 
Principle,"  were  carried  out  to  the  last  extremity  in  a  Monetary 
Panic,  the  survivors  of  the  commercial  community  would  not  be 
proportionately  more  numerous  than  the  survivors  of  the  Black 
Hole  of  Calcutta. 

Mr.  Gladstone  also,  in  the  same  debate,  said  that  the  Govern- 
ment would  consider  the  subject,  to  see  if  any  amendment  could 
be  introduced  into  the  Act.  But  he  said  that  such  an  amendment 
would  take  the  Act  as  its  basis  of  departure,  and  would  be  to 
strengthen  and  carry  out  its  principle.  But  no  human  ingenuity 
could  do  that.  The  Currency  Principle  is  that  1  is  equal  to  1. 
If  the  present  constitution  of  the  Bank  be  supposed  to  carry  out 
the  Currency  Principle,  then  2*6  must  be  held  to  be  equal  to  U 
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There  is  no  possible  metkod  of  carrying  out  the  "  Principle  "  of 
the  Act,  except  by  taking  away  all  the  Bank's  powers  of  making 
profits. 

The  true  object  of  the  Act  is  to  ensure  the  convertibility 
of  the  Bank  Note.  But  the  Principle  of  the  Act,  or  the 
machinery  devised  for  that  purpose,  is  merely  a  means  to  that 
end,  and  it  has  been  proved  to  be  defective.  A  better  means  of 
attaining  the  object  of  the  Act  has  been  ascertained  and 
demonstrated  to  be  true  by  the  strictest  scientific  reasoning,  as 
well  as  by  abundant  experience,  since  the  passing  of  the  Act, 
whidi  is  acknowledged  to  be  eflBcacious,  and,  therefore,  the  Act 
is  no  longer  necessary.  The  necessity  of  passing  the  Act  was  a 
deep  discredit  to  the  Directors  of  the  Bank.  It  was  a  declaration 
that  they  were  not  competent  to  manage  their  own  business.  But 
now  that  they  have  shewn  that  they  are  perfectly  able  to  do  so,  it 
is  no  longer  necessary.  It  may  be  sometimes  necessary  to  put  a 
patient  into  a  strait-waistcoat ;  but  when  the  patient  is  perfectly 
recovered,  and  is  restored  to  his  right  mind,  the  strait-waistcoat 
may  be  removed — especially  as  it  is  found  that,  under  certain 
circumstances,  the  strait-waistcoat  not  only  strangles  the  patient, 
but  scatters  death  and  destruction  all  around. 

24.  We  thus  see  that  Sir  Robert  Peel  was  greatly  deceived  in 
his  expectation  that  the  limitation  of  the  Bank's  power  of  issue 
would  prevent  commercial  crises.  On  this  occasion  he  erred,  ajs 
so  many  others  have  erred,  in  Economics,  by  too  limited  a  con- 
sideration of  facts.  It  is  true  that  on  some  occasions  the  Bank 
had  fostered  an  over-spirit  of  speculation  by  too  profuse  an  issue 
of  notes.  Bnt  commercial  crises  occur  from  other  causes  besides : 
they  have  occurred  when  there  was  no  profuse  issue  of  notes, 
and  in  places  where  there  were  no  notes  beyond  bullion. 
Whenever  there  are  expected  to  be  great  fluctuations  in  prices 
from  whatever  cause  arising — either  from  great  scarcity  or  from 
great  abundance — from  the  transition  from  peace  to  war,  or  from 
war  to  peace — from  the  discovery  of  new  profitable  o^xjuings  of 
every  description — from  great  disturbance  in  the  usual  course  of 
trade — the  speculative  or  gambling  propensity  is  sure  to  be 
called  forth,  and  lead  to  a  pressure  more  or  less  intense.  In 
1694  the  first  joint  stock  mania  took  place,  when  there  was  no 
excessive  credit.    In  1720  there  was  no  excessive  issue  of  notes. 
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In  1768  there  was  no  excessiye  issae  of  notes,  and  the  great 
commercial  crisis  of  that  year  took  place  at  Amsterdam,  where 
the  "Currency  Principle"  was  in  ftill  operation.  In  1772  there 
were  excessive  issues  of  notes,  which  greatly  conduced  to  the 
crisis.  In  1788  the  crisis  seems  to  have  been  due  to  the  transi- 
tion from  war  to  peace.  Before  1798  there  were  excessive 
issues  of  notes  by  the  miserable  traders  whom  the  monopoly  of 
the  Bank  permitted  to  grow  up  as  bankers.  Previous  to  1797 
the  Bank  itself  had  made  excessive  issues,  compelled  thereto  by 
Pitt.  In  1808  the  Bank  greatly  fostered  the  spirit  of  specu- 
lation. In  1824  and  1825  the  Bank  was  far  too  long  before  it 
contracted  its  issues.  So  also  in  1836  and  1889.  But  in  1847, 
1857,  and  in  1866,  the  great  crises  were  in  no  way  whatever 
attributable  to  excessive  issues.  In  1847  it  was  excessive  railway 
speculation.  In  1857  it  was  due  to  a  series  of  causes  wholly 
irrespective  of  issues,  and  in  that  year  the  severity  of  the 
crisis  at  Hamburg,  where  the  "  Currency  Principle "  is  carried 
out,  and  was  so  great  that  the  Government  was  obliged  to 
come  forward  to  create  a  solid  credit  to  support  solvent  houses. 
In  1866  there  were  no  excessive  issue  of  notes.  The  most 
bigoted  opponent  of  the  Bank  could  by  no  possibility  say  that 
the  crises  of  1857  and  1866  were  in  any  way  whatever  attri- 
butable to  the  Bank,  or  could,  by  any  possibility  have  been  averted 
by  any  management  of  the  Bank. 

The  crisis  of  1808  was  due  to  the  sudden  opening  of  the 
South  American  markets.  That  of  1825  to  the  anticipated 
profits  on  working  foreign  mines.  That  of  1836  partly  to  the 
rapid  extension  of  Joint  Stock  Banks.  That  of  1847  to  ex- 
cessive railway  speculations.  That  of  1857  to  excessive 
trading  especially  in  America.  That  of  1866  to  the  too 
rapid  extension  of  Financial  Companies  on  the  limited  liability 
principle.  Hence  we  see  that  a  law  made  on  the  supposi- 
tion that  all  crises  are  caused  by  a  single  circumstance,  and 
whose  operation  is  only  adapted  to  that  cause,  must  necessarily 
fail. 

Sir  Robert  Peel  was  further  in  error  in  saying,  that  during 
periods  of  commercial  crisis  private  persons  make  advances. 
It  may,  perhaps,  happen  that  here  and  there  a  private  person 
may  assist  a  friend,  but,  as  a  general  rule,  it  is  wholly  without 
foundation.  It  was  observed,  before  the  passing  of  the  Act, 
VOL.  II.  2  B 
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ttiAt  in  tfanei  of  ormmwwM  jnmmB  Hmm  wm  %  _ 
dencf  to  houd.  This  wm  ohnntd  m  IMM^  1m  UM^  mk  it 
1889.  And  ftfais  ftendoMj  ww  gmlfy  ^ggiwalai  tj  Oe  M 
of  1844,  and  wm  dntdajBd  wMi  iir  giwtar  ialiH^f  is  IMI. 
When  the  paUic  nw  that  ihe  Bukh  nnrft  wh  dWiriri^  a» 
mpidly,  and  no  one  knew  iriial  wodd  be  iamb,  m  gmmtA  mk 
WM  made  at  iti  notee^  and  ttrnj  wen  hoaidBd  aany  in  mSBtmL 
No  eooner  wm  the  Act  WMpended  then  tfMj'mMo  tarik  k 
mfllioiu  from  their  hiding  plioe%  and  tbe  pattfo  pHnd  angb 
Therefore,  in  this  ftindamental  points  flien  ia  mi  dadift  alialewi 
that  Sir  Bobert  Peel  wm  entiiriy  wron^ and  fliat  Itealhgrifaa 
of  the  opponenta  of  the  Act  ia  itriotlj  jwllBiid  Hiat,  wkM  a 
piewme  reachea  a  certain  pointy  the  Aei  aggratnliM  aari  intaa- 
rifiea  it  into  a  panic,  which  can  only  he  aUqpad  bj  tfie 
of  die  Act. 

Moreover,  Sir  Bobert  Peel  wm  qmte  mhtafcrm  in* 
that  bankers  only  make  advances  oat  of  iemdJU 
is  so  fblly  set  forth  in  the  chapter  on  the  Theoiy  of 
that  we  need  only  remind  onr  readers  that  all  baidang  i 
are  made,  in  the  first  instance,  by  cheatiko  crkdet.  Bmy 
banker  knows  perfectly  well  that  an  excessire  restriotkm  of  credit 
canneH  und  produces  a  run  for  gold.  When  the  banks  see  thift 
tliey  can  get  no  assistance  from  the  Bank  of  England,  they  mnt 
cease  diHcounting.  But  if  they  cease  disconnting,  their  custo- 
mers  have  still  engagements  to  meet,  which,  of  ooorse,  they  will 
do  as  long  as  they  can ;  and,  in  order  to  do  so,  they  hare  no 
other  resource  but  to  draw  their  balances,  and  this,  of  coarse, 
will  end  in  making  their  bankers  stop  payment;  and  bankers  and 
customers  will  fall  together. 

Many  persons  have  observed  that  the  variations  in  the  Bate  of 
Discount  have  been  much  more  frequent  since  the  Act  than  belbre 
it ;  and  they  maintain  that  the  Bank  Act  is  the  canse  of  these 
variations.  In  answer  to  this,  it  may  be  said  that  it  was  the  very 
fixedness  of  the  Rate  of  Discount  in  former  times  that  wm  the 
main  cause  of  many  calamities ;  and  that  if  the  variations  had 
been  more  frequent  and  severe,  these  calamities  would  have  been 
saved.  And  as  for  the  frequent  variations  since  the  Act,  it  may 
be  confidently  said  that  the  Bank  Act  is  in  no  way  whatever  their 
cause.  Their  true  cause  is  the  increased  knowledge  of  the  tme 
scientific  principles,  of  Banking,  and  the  increased  speed  and 
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cheapness  with  which   bullion  now  flies  from  one  commercial 
centre  to  another. 

These  considerations  give  a  final  and  conclusive  answer  to  those 
persons  who  conceive  that  the  Rate  of  Discount  can  be  kept  fixed. 
These  variations  are  in  modem  times  absolutely  indispensable,  and 
the  only  method  by  which  the  Bank  can  preserve  its  security. 
They  must  necessarily  have  been  made,  had  the  Bank  Act  never 
existed  at  all.  In  fact,  if  this  principle  of  controlling  the  Paper 
Currency  had  been  understood  and  acted  upon  in  former  times, 
there  never  would  have  been  any  necessity  for  the  Act.  It  was 
the  very  ignorance  or  neglect  of  this  principle  which  had  brought 
the  Bank  into  danger  so  many  times  before. 

25.  It  is  a  matter  of  very  serious  doubt  indeed  whether  the 
sweeping  words  of  the  Bank  Act  of  1844  have  not  rendered  all 
English  banking  illegal.  For  the  11  th  section  enacts,  in  the  broadest 
possible  terms,  that  no  banker  "  shall  make  any  engagement  for 
the  payment  <j{  money  payable  to  bearer  on  demand."  Now  we 
have  shewn  the  utter  misconception  of  the  very  nature  of  banking 
business  so  generally  prevalent,  even  among  persons  who  might 
naturally  have  been  expected  to  have  been  better  informed.  Thus, 
even  Gilbart  and  Lord  Overstone  consider  the  business  of  banking 
to  consist  in  borrowing  money  from  one  set  of  persons  and  lending 
it  to  another.  So,  also,  paragraph  62  of  the  Report  of  the 
Committee  of  the  House  of  Commons  on  the  crisis  of  1857 ; 
among  other  errors  and  misconceptions,  which  we  have  already 
refuted,  says — ^Uhe  use  of  Momy^  and  that  only  they  regard 
as  the  province  of  a  bank,  whether  a  private  person  or 
incorporation,  or  of  the  banking  department  of  the  Bank  of 
England." 

Now  we  have  over  and  over  again  pointed  out  that  this  is  the 
business  of  a  Bill  Discounter,  and  not  of  a  "  Banker."  A  banker 
never  lends  money  in  the  first  instance ;  we  have  already  explained 
that  the  very  essence  of  banking  is  to  create  Credit,  or  liabilities 
payable  to  bearer  on  demand.  We  have  already  shewn*  how 
completely  Mr.  Cardwell  and  Mr.  Wilson  were  mistaken  as  to  the 
very  nature  of  the  business  of  banking.  Equally  ill  informed  also 
was  Mill,  for  in  the  early  editions  of  his  Political  Ecoiunny,  he 
has  this  note  in  his  chapter  on  the  Regulation  of  Currency^  Book 

«   Vol.1.,  C*.6,  §16. 

2  B  2 


III.,  Gk  24,  §  &—<'  II  would  not  be  to  ate  puqpoBe  te  «gf^  tgrmi' 

of  objection,  that  the  obetecle  may  be  evaded  bj  grantnig  tf» 
in^KQased  advaBce  in  bo(AcreditB^  to  be  drawii  agatnrt  bjr  ch^piei^ 
williKmt  the  aid  4>f  bank  note.  This  ia^  indeed,  poaAIe,  as 'Ibw 
|!ii]larton  has  lemarked,  and  as  I  have  myself  said  itt  *  fbmflir 
chapter.  Bta  thii  suiMuk  for  Inn^s  miB  citnmeif  egrie^^ 
mi  ifit  bem  mrgoMaei  (II);  and  the  law  having  deaxi^  mamftatei 
its  intoition  that  in  the  CBm«appoa&i,inerm8&d  Ondik  9hmMikst 
UgrmMk  it  is  yet  a  proldem  whether  the  law  woidd  not  leach* 

ll^reiioe  to  the  law  wonld  not  prodnce  (as  it  has  hidwrto  doaoe  !}r 
on  the  part  of  banking  establishm^ts,  conformity  lo  its  sprit  and! 
pmpose,  as  well  as  to  its  mere  letter.** 

Now  what  Hill  in  tUs  ^tract  said  hasnever  yet  been  oiganisBd 
hsppens  to  be  the  precise  ttung  in  which  ^'banking"  ccmaii^r 
It  is  right  to  add  that  in  the  later  editidns  (rf  his  Work'  this 
paragraph  has  been  omitted. 

Bnt  though  Mill  shewed  his  ignorance  of  the  eijpting  ftcte  in 
tliis  case,  his  admicBion  is  valuable  that  this  practice  is  a  dirM 
violation  of  the  spirit  and  purpose  of  the  Bank  Act ;  but  whether 
it  is  not  also  a  direct  violation  of  its  Utter  is  very  seriously 
doubtful. 

All  banking  advances,  then,  are  made  by  creating  Credit  or 
Deposits ;  and  whether  this  Credit  is  transferred  from  one  person 
to  another,  by  means  of  Bank  Notes,  or  Cheques,  in  no  way  affects 
its  nature  or  its  quantity.  And  it  is  this  very  thing  which  is 
already  creating  so  much  alarm  in  the  minds  of  many  persons 
when  they  see  the  huge  mass  of  deposits,  or  Banking  Credits, 
reared  up  by  the  London  Banks,  on  so  slender  a  basis  of  bullion: 
for  these  Deposits  are  in  reality  neither  more  nor  less  than  so  many 
Bank  Notes  in  disguise. 

Now,  when  a  banker  creates  a  Credit  in  his  customer's  favour, 
either  in  exchange  for  mouey,  or  bills,  or  any  other  security,  by  the 
fundamental  contract  between  banker  and  customer  he  engages  to 
pay  this  Credit  to  his  customer,  or  to  any  one  eUe  io  whom  his 
etistomar  may  assign  il:  and  in  token  of  this  he  delivers  to  his 
customer  a  book  containing  blank  slips  payable  to  bearer  on 
demand,  or  to  order  on  demand,  called  in  modem  commercial 
language  Cheques.  The  very  essence  and  business  of  banking 
consists  in  "making  engagements  to  pay  money  payable  to  bearer 
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on  demand."  It  may  be  said,  indeed,  that  a  banker  is  not  a  party 
to  the  cheque :  true,  his  name  is  not  on  the  face  of  the  instrument, 
as  an  obligor ;  but  he  is  bond  fide,  and^  in  reality,  a  party  to  it  so 
long  as  he  has  funds  to  meet  it :  for  it  is  a  legal  liability  of  his  to 
pay  his  customer,  or  any  one  his  customer  may  assign  it  to ;  and 
by  the  very  fact  of  his  creating  the  Credit,  he  authorises  his 
customer  to  put  it  into  circulation.  So  long  as  his  customer  does 
not  exceed  the  amount  at  the  credit  of  his  account,  the  banker  is 
legally  a  sleeping  party  to  the  cheque. 

Now,  suppose  that  two  men  agree  to  assail  a  traveller ;  one  of 
them  points  a  loaded  pistol  at  the  traveller's  head,  the  other  pulls 
the  trigger :  both  are  equally  guilty  of  the  murder.  Suppose 
one  man  lights  a  match  and  gives  it  to  another  man,  and  tells 
him  to  set  the  house  on  fire,  both  are  equally  guilty  of  the 
arson. 

The  very  same  argument  applies  to  the  ordinary  routine  business 
of  banker  and  customer.  The  law  distinctly  says  that  no  banker 
**  shall  make  any  engagement  to  pay  money  payable  to  bearer  on 
demand."  But  the  ordinary  routine  business  of  a  banker  is  to 
create  a  credit  in  favour  of  his  customer  which  he  expressly 
authorises  his  customer  to  make  payable  to  bearer  on  demand, 
and  put  it  into  circulation.  Now  what  is  this  transaction  but  a 
clear  conspiracy  between  the  banker  and  the  customer  to  violate 
the  express  words  of  the  Bank  Charter  Act  of  1844  ?  The  banker 
creates  the  engagement,  and  the  customer  puts  it  into  circulation. 
The  banker  loads  and  points  the  pistol  at  the  Bank  Act,  and  the 
customer  pulls  the  trigger :  or  the  banker  lights  the  match  and 
delivers  it  to  the  customer  who  consumes  the  Act.  How  is  this 
transaction  one  whit  less  a  conspiracy  in  law  than  in  the  case  of 
the  murder  or  the  arson  ? 

Of  course,  the  whole  difficulty  has  been  created  by  the  gross 
ignorance  of  those  who  drew  the  Act  of  the  routine  business  of 
banking :  but  that  is  no  business  of  ours.  There  stand  the 
distinct  words  of  the  Law;  and  there  are  the  actual  facts  of 
banking;  and  it  is  not  possible  for  the  wit  of  man  to  reconcile 
them. 

2^.    The  subject  cannot  fail,  we  think,  very  soon  to  engage  the 
attention  of  the  Courts  of  Law  and  the  Legislatore^  ft»r  Yerj' 
recently  a  new  institution  has  been  founded  which  is  still  a  boUbiMfl 


374     THSO&T  AHD  PRACTICE  OF  BAXOava. 

oontraventioD,  not  only  of  the  Buik  Ciharter  Act  of  18M,  Ink  tfi 
all  oar  monetorj  fegislitum  for  the  lait  100  jett%  wifli  • 
exoeptioii.  , 

This  Bank  kcalled  the  Chidqub  BAHK^aodwe  vOl  finfc  < 
its  method  of  boflineH^  and  then  ocKnpare  it  with  the 
monetary  Laws. 

It  reoeives  Money  only,  and  in  exdiange  fbr  this  mooeiy  ifc  i 
an  exactly  eqnal  amonnt  of  cheques  payable  to  arder,  and 
with  the  words ^"4  Co." 

Thnsy  suppose  a  person  pays  in  £50 ;  it  will  give  him  a  book 
containing  ten  cheqnes  payable  to  order  and  crossed^  and  i 
with  the  mark  not  exceeding  £5.  The  costomer  may,  of  • 
fill  np  the  cheque  with  £5,  or  any  less  sum :  bat  not  with  aay 
greater  sum :  and  supposing  that  any  balance  lemaina  after  th4 
customer  has  exhausted  the  10  cheques,  the  Bank  will  give  him 
cheques  to  the  amount  of  the  balance. 

As  the  cheques  are  crossed  it  pays  no  money  oyer  the  oonnter, 
but  all  its  cheques  must  pass  through  the  hands  of  a  banka%  and 
are  only  payable  to  a  banker.  But  though  the  Bank  itself  on^ 
pays  them  to  a  banker,  any  banker  or  other  person  may  give  cssh 
for  them  just  in  the  same  way  as  for  an  ordinary  cheque,  and  in 
the  first  year  of  its  existence  it  has  already  established  relations 
with  about  1,500  home,  foreign,  and  colonial  banks,  which  will 
cash  its  cheques. 

The  plan  adopted  by  this  Bank  obviates  an  objection  to  which 
ordinary  cheques  are  liable :  when  a  customer  places  money  with 
an  ordinary  banker,  the  banker  gives  him  a  cheque  book,  but 
there  is  no  security  that  the  customer  may  not  draw  cheques  in 
excess  of  the  credit  he  has  in  the  Bank :  consequently,  no  one  who 
takes  an  ordinary  cheque  has  any  guarantee  that  the  drawer  has 
any  funds  to  meet  it.  But  this  cannot  happen  with  the  cheques 
of  the  Cheque  Bank.  They  are  not  issued  except  in  exchange  for 
money :  and  any  one  who  takes  one  of  them  is  positively  assured 
that  it  will  be  paid.  These  cheques,  therefore,  have  all  the  actual 
security  of  cash.  They  are  intended  by  the  promoters  of  the  bank 
to  be  received  as  a  substitute  for  cash ;  and  already  several 
Bailway  and  other  companies  have  agreed  to  receive  them  as  cash. 
The  Directors  also  propose  to  supersede  Post  Office  Orders ;  and 
there  can  be  no  doubt  that  they  are  far  more  convenient  and 
cheaper  than  Post  Office  Orders.    As  the  Directors  take  care  to 
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issue  no  more  cheques  than  money  paid  in^  they  pablidy  annoanoe 
that  none  of  their  cheques  will  ever  be  reftised,  however  long  it 
may  remain  in  circulation.  These  cheques  are,  therefore,  in  reality^ 
crossed  Bank  Notes. 

Now  we  do  not  intend  for  one  moment  to  question  the  merit, 
the  ingenuity^  and  the  utility  of  this  Bank.  But  the  question  is, 
How  does  it  consist  with  the  whole  of  our  monetary  legislation 
for  the  last  hundred  years,  as  well  as  with  the  Bank  Act  of  1844  ? 
About  one  hundred  years  ago  many  parts  of  the  country  were 
deluged  with  silver  notes  for  5s.  and  10s.,  and  even  less:  they 
were  found  such  an  intolerable  nuisance  that  an  Act  was  passed  in 
1775  to  prohibit  all  notes  under  20s. ;  and  in  1777  another  Act 
was  passed,  prohibiting  all  notes  under  £5.  And,  with  the 
exception  of  the  period  between  1797  and  1829,  it  has  been  the 
inflexible  determination  of  the  Legislature  to  prohibit  any  banking 
obligations  payable  to  bearer  on  demand,  for  less  that  £5,  from 
being  issued  and  circulated.  And  since  the  Bank  Act  of  1844, 
even  this  right  has  been  restricted  to  those  bankers  who  were  in 
existence  at  that  period.  No  new  banks  may  issue  obligations 
payable  to  bearer  on  demand.  It  was  even  for  a  long  time  illegal 
to  draw  cheques  for  less  than  £5,  though  that  restriction  is  now 
removed.  It  is  perfectly  well  known  that  coin  cannot  circulate 
along  with  paper  of  the  same  denomination ;  consequently,  &r  a 
hundred  years  it  has  been  the  settled  purpose  of  Parliament  that 
no  paper  shall  come  into  competition  with  the  coin  of  the 
realm. 

Now  the  Cheque  Bank  publicly  guarantees  the  payment  of  all 
its  cheques.  It  is,  therefore,  avowedly  a  party  to  them.  What, 
then,  prevents  them,  or  is  supposed  to  prevent  them,  firom  being 
an  express  violation  of  the  words  of  the  Bank  Charter  Act  ? — 

1st.  It  is  said  that  they  are  issued  payable  to  order  on  demand, 
and  not  to  bearer  on  demand. 

Now,  this  cannot  save  them  from  the  penalties  of  the  Act, 
because  as  soon  as  the  payee  has  indorsed  them,  they  become 
payable  to  bearer  on  demand ;  and,  consequently,  the  bank  is  a 
party  to  an  obligation  payable  to  bearer  on  demand  contrary  to  the 
express  words  of  the  Act. 

This  subtlety,  therefore,  will  not  hold  water  for  an  instant. 

2nd.  But  there  is  a  second  one.  The  cheques  are  crossed,  and, 
therefore,  they  are  not  literally  payable  over  the  counter  to  bearer 
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M  dmmdi  1ml  <«fy  to  ilia  tmav^  btfdper,  w  «gBi^  44 
denuBid* 

iTow  this  fa  the  flole  SQbtlefy  which  n  top^^ 
inrtnuiieiitB  tma  being  a  direct  Tidalam  of  the  Bank  AA' 
Thqr  aie  dbtanoti^  Baok  Nolet-*4ml  UkeftttecromilMkJS^ 
and*  tbeiQfimy  are  eaiqmed  to  evade,  by  the  ekhi  of  limr  teetl^ 
fte  pieafae  WdB  of  0»  Act.  Kow  it  fa  a  weB  Itaomn  madai  of 
law^lhat  no  one  ahaU  do  indueofly  wlat  the'lawfiiibida  to  be 
done  dueotty.  Nov  the  Iiaw  meet  expresBJ^  Ibrbide  ajqr  baokb^ 
diiigatik»i8  payaUb  to  bearer  <m denuyiid  tobeianied;  audit  ii 
M^^poied  that  it  will  allow  its  aolram  pnipoee  to  be  eel  aside  by  A$ 
flimey  dodge  of  making  the  obligations  payable  to  bearer^e  i^ 
on  demand  I 

Now  whether  a  Coort  of  Law  cooM,  by  aiqr  ponbflilT^  heU 
that  these  ingenions  gentlemen  haye  socoeeded  in  evading  Vb$ 
laedse  leUtr  of  ttie  Law,  we  shall  say  nothing ;  beoaose  we  ^iiSs 
donbt  but  that  before  very  long  the  question  will  be  IbmiaQj 
investigated. 

Bat  there  can  be  no  possible  doubt  that  these  instramentfl^ 
these  crossed  Bank  Notes,  are  an  utter  and  complete  violation  of 
the  manifest  purpose  and  intention,  not  only  of  the  Bank  Charter 
Act,  bat  of  all  our  monetary  legislation  for  the  last  century. 
For  what  is  easier  than  for  the  Bank  and  its  customers  to  agree  to 
Inake  these  Cheques  for  £1,  and  put  them  into  circulation? 
Then  we  have  at  once  £1  Bank  Notes.  So  also  the  cheques  for 
10s.  and  5s.  are  the  old  silver  notes  back  again.  If  the  Cheque 
Bank  may  do  this  with  impunity,  why  may  not  every  other  bank 
in  the  kingdom  do  the  same  ? 

The  Cheque  Bank  professes,  for  the  present  at  least,  to  issue  its 
cheques  only  in  exchange  for  cash.  But  if  it  does  so  in  exchange 
for  cash,  what  is  there  to  prevent  them  from  issuing  them 
in  exchange  for  bills  and  other  securities  ?  And  why  should  not 
every  other  bank  do  precisely  the  same  thing,  if  the  Cheque 
Bank  may  ?  If  the  crossing  is  sufficient  to  save  them  from  the 
penalties  of  the  Act,  they  may  equally  be  issued  in  exchange  for 
bills  and  other  securities. 

No  bank  discounts  a  bill,  or  creates  a  credit  in  favour  of  a 
customer,  unless  it  believes  its  advance  secured.  And  if  it  creates 
a  credit  in  his  favour  which  he  may  the  very  next  instant  demand 
payment  of  in  cash,  it  may  just  as  well  give  him  these  crossed 
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Bank  Notes^  which  will  probably  remain  some  time  in  circnlation. 
There  is  nothing  wanting  bnt  that  the  banker  and  the  costomer 
should  agree  to  draw  these  cheques  for  even  sums  such  as 
'  £5  and  £1,  or  any  others,  and  we  have  at  once  the  power 
of  nnUmited  issues  of  Bank  Notes  restored  to  the  banks. 

Now  if  it  should  be  found  that  the  ingenuity  of  these 
gentlemen  has  T^een  successful,  they  will  have  completely  picked 
the  lock  of  the  Bank  Charter  Act^  and  opened  the  floodgates 
to  inundate  the  country  with  boundless  quantities  of  paper 
money,  which  it  has  been  the  settled  purpose  of  the  Legislature 
to  suppress. 

The  directors  of  the  Bank,  to  do  them  justice,  make  no  secret 
of  their  intentions ;  they  intend  to  revolutionise  the  banking 
system  of  the  country,  and  they  will  assuredly  do  it,  if  their 
experiment  is  allowed  to  proceed.  For  this  Bank  is  tKe  germ  of  a 
system  which  will  reduce  all  our  monetary  laws  and  Bank  Charter 
Acts  to  waste  paper. 

After  the  passing  of  the  Bank  Act  of  1844,  a  custom  sprang 
up  in  some  of  the  Midland  Counties  of  customers  drawing  cheques 
on  their  bankers,  which  the  banker  accepted.  These,  of  course, 
were  simply  Bank  Notes :  and  a  clause  was  inserted  in  the  Stamp 
Act  of  1854  to  preclude  such  proceedings. 

Thus  the  Legislature  has  manifested  its  fixed  determination  to 
suppress  banking  obligations  payable  to  bearer  on  demand ;  and 
when  certain  parties  had  discovered  what  they  thought  a  loop-hole 
in  the  Act,  Parliament  immediately  took  care  to  stop  it  up.  Now 
is  it  likely  that  when  the  Law  Officers  of  the  Crown  and  the 
Chancellor  of  the  Exchequer  are  fully  aware  of  the  inevitable 
consequences  which  will  sooner  or  later  follow  the  operations 
of  this  Bank,  they  will  suffer  it  to  exist  ?  Cheque  Bank  cheques 
are  nothing  more  than  accepted  cheques,  which  have  already  been 
put  down  by  law.  The  express  purpose  of  Parliament  is  to 
suppress  unlimited  issues  of  circulating  Banking  Credit,  and  is  it 
likely  that  they  will  permit  their  fixed  determination  to  be  set  at 
nought  by  the  paltry  quibble  that  these  Bank  Notes  are  not 
payable  to  hearer  on  demand,  but  to  hearer's  agent  on  demand  ? 
The  ingenious  gentlemen  who  devised  the  Cheque  Bank  have  laid 
a  cockatrice's  ^^g,  which,  if  suffered  to  come  to  maturity,  will 
inevitably  devour  the  Bank  Charter  Act. 

Since  these  remarks  were  written  the  original  Cheque  Bank  has 
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gctu$  into  VufBakMmf  tal  1V0  allow  them  to  remain  becanae  tite 
ooiioi^lleB  of  thta  Bank  has  been  reccive^i  with  so  mach  public 
tffwar,  Hntii^i  tbe  praenl  time  an  eiTort  ie  being  made  tu 
vesnieilito  il  mder  the  care  pf  ita  origLaal  fotmaens :  and  eTen 
though  that  maj^-not  anooeedi  its  idea  ia  so  popular  that  other 
banka  may  be  tempted  to  adopt  its  pmeiple,  ajid  it  is  abeotuUil; 
'  to  point  oat  ita  otter  illegality. 


27. 


Thia  eiroomataiioe  wiH^^  no  dottbt,  tend  ta  accelenate,  wi 
lofaU  JMrtieaaie  ao  anxioos  to  avoid,  a  thorough  and 
aeardiiiig  iiiTdatigation  into  the  whole  of  our  Banking  sjsteiD* 
Bnt^  heveyer  tbej  may  atrive  to  stav  45  it  oiT,  such  an  inqoirj  wiU 
inetitably  eome.  For  each  ancceeding  crisiB  will  be  more  m*^ 
Am,  ita  predeCeaMr,  In  1847,  the  fin^t  crieis  after  tht^  Act  of 
1844,  the  Chfedit  vjtitem  waa  compaTatiTely  amall ;  it  had  gr^atJj 
•inoreeaed  in  1857^  and  the  Griab  was  more  se?er6  ;  in  i8t)C  it  had 
greatly  increaaedy  and  the  criab  was  far  more  terrible  i  and  io  it 
will  be  in  ftatoze.  Eyery  year  the  eystem  of  Credit  ia  attainittf 
more  cok»al  dimenaioiiai  and,  Hko  a  hnge  octopus  it  now  gtm^ 
all  classes  and  almost  all  persons  in  its  embrace.  And,  Uke  tim 
throes  of  Enoeladns,  it  will  periodically  convulse  the  world,  nofl 
it  is  settled  on  true  scientific  principles. 


J 


CHAPTER    XV. 


ON    THE    RISE    AND    PROGRESS  OF   JOINT   STOCK 
BANKING    IN    ENGLAND. 

1.  It  is  very  commonly  supposed  that  Joint  Stock  Banks  were 
not  permitted  by  law  in  England  before  1826,  nor  in  the  metro- 
polis till  1883,  but  the  preceding  narrative  shews  that  this  idea 
is  incorrect.  By  the  common  law.  Joint  Stock  Companies  of  all 
sorts,  including,  of  course,  banks,  are  perfectly  legal,  and,  conse- 
quently, if  we  wish  to  have  a  correct  idea  of  the  matter,  we 
must  observe  this,  and  then  ascertain  what  changes  and  modifi- 
cations were  made  in  the  common  law  by  successive  Acts  of 
Parliament. 

2.  Although  the  first  joint  stock  mania  in  England  took  place 
in  1694,  no  one  at  that  time  thought  of  getting  up  a  joint  stock 
bank,  in  fact,  joint  stock  bank  shares  are  the  very  last  thing  any 
one  would  think  of  getting  up  as  a  mere  speculation.  When 
the  Bank  of  England  was  founded,  it  received  no  monopoly  in 
its  favour,  and  it  was  only  in  1697,  after  the  disastrous  failure  of 
the  Land  Bank  Scheme,  and  the  ruin  of  pubhc  credit,  that  the 
Bank  was  enabled  to  obtain  a  monopoly.  But  even  that  did  not 
affect  the  common  law  right  to  establish  such  institutions,  it 
only  said  that  no  rival  bank  should  be  erected  or  countenanced 
by  Parliament.  None,  however,  were  formed ;  but,  in  1708, 
another  Company  began  doing  banking  business  by  issuing 
notes.  The  Bank  then,  in  1709,  obtained  the  clause  in  the  Act 
of  that  year,  prohibiting  any  company  of  persons  exceeding  six 
in  number  from  "  borrowing,  owDira,  or  taking  up  money  on 
their  bills,  or  notes  payable  to  bearer  on  demand/'  which,  we 
have  shewn,  was  the  well  understood  meaning  of  the  word 
''  banking"  at  that  time.  This  clause  was  effectual  up  to  1742, 
when,  in  the  Act  of  that  year,  it  was  re-enacted  in  much  more 
full  and  explicit  terms.  But  still  the  restriction  was  confined  to 
borrowing,  or  owing,  money  on  their  bills,  or  notes.    Conse- 
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qnently  the  method  of  creating  liabilities  by  means  of  entries  and 
cheques,  which  was  borrowed  from  the  Dutch  by  our  bankers,  was 
not  affected  by  the  restrictive  words  of  the  Act.  When,  therefore, 
the  London  bankers  discontinued  their  issues  of  notes,  and  re- 
stricted themselves  to  entries  and  cheques,  there  was  no  law  what- 
ever to  prevent  joint  stock  banks  being  formed,  and  carried  on  by 
fiiat  method.  This,  however,  completely  escaped  observation,  and 
we  can  have  very  little  doubt  that  if  this  flaw  in  the  monopoly  had 
been  discovered,  and  an  attempt  made  to  take  advantage  of  it. 
Parliament  would  immediately  have  put  it  down,  and  there  can  be 
no  possible  doubt  but  that  it  was  their  manifest  intention  to  create 
a  complete  and  efPectual  monopoly  on  behalf  of  the  Bank,  and 
protect  it  from  any  rival  banks  of  any  sort  whatever.  The  effects 
of  this  monopoly,  however,  were  most  disastrous.  Bank  of  England 
notes  had  no  circulation  beyond  London,  and  it  would  not 
.  establish  any  branches  in  the  country.  No  other  powerful  and 
wealthy  banks  could  be  formed,  the  consequence  was,  that  when 
enterprise  awoke  in  the  country  in  the  last  quarter  of  the  last 
century,  and  there  was  a  great  demand  for  an  increased  Currency, 
all  sorts  of  petty  tradesmen  in  all  directions,  grocers,  linen- 
drapers,  cheesemongers,  tailors,  &c.,  started  up,  and  turned 
"  bankers,"  u  «.,  issuers  of  promissory  notes,  so  much  so,  that  in 
1793  there  were  about  400  of  these  country  "bankers."  But, 
of  course,  this  Paper  Currency  was  of  a  most  rotten  description, 
and  on  the  occasion  of  any  great  commercial  crisis  they  failed  by 
dozens.  In  the  great  crisis  of  1793  no  less  than  100  stopped 
payment,  and  double  that  number  were  greatly  shaken.  In  1810 
about  a  similar  number  stopped,  a  great  number  in  1812, 
and  in  the  three  years,  1814-15-16,  ninety-two  commissions  in 
bankruptcy  were  issued  against  banks,  and,  allowing  the  usual 
proportion  of  four  suspensions  to  one  bankruptcy,  in  those  three 
years  alone  about  360  banks  stopped.  In  twenty-eight  years, 
from  1791  to  1818,  the  official  return  shews  that  273  commis- 
sions were  issued  against  bankers,  or  we  may  fairly  assume  that 
upwards  of  1,000  banks  stopped  payment  during  that  period. 
The  intolerable  hardship  of  the  monopoly  of  the  Bank  Charter 
may  be  conceived,  when  the  Bank,  doing  no  business  itself  at 
such  places  as  Bristol  or  Liverpool,  no  powerful  Bank  could  be 
formed  at  these  places  on  account  of  it.  These  enormous 
failures  among  the  country  bankers,  spreading  ruin  and  desola- 
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ON    THE    RISE    AND    PROiRRESS  OF   JOIXT   STOCK 
BANKING    IN    ENGLAND. 

1.  It  is  Terr  oommonlj  sapposed  that  Joint  StodL  Banks  were 
not  pennitted  bj  law  in  England  before  1826,  nor  in  the  metro- 
polia  tin  1883,  bnt  the  preceding  narrative  abewa  that  this  idea 
IB  incorrect.  Br  the  common  law.  Joint  Stodc  Companies  of  aD 
torts,  including,  of  coorae,  banks,  are  perfectly  legal,  and,  ccHifie- 
qnentlj,  if  we  wish  to  have  a  correct  idea  of  the  matter,  we 
mnst  obeenre  this,  and  then  ascertain  what  changes  and  modifi- 
cations were  made  in  the  common  law  by  saccesBiTe  Acts  of 
ParliamenL 

2.  Althoogfa  the  first  joint  stock  mania  in  England  tock  place 
in  1694,  no  one  at  that  time  thought  of  getting  np  a  joint  stock 
bank,  in  fiict,  joint  stock  bank  shares  are  the  very  last  thing  any 
one  woold  think  of  getting  np  as  a  mere  specnlation.    When 
the  Bank  of  England  was  founded,  it  reoeiyed  no  mcHiopoly  in 
its  favour,  and  it  was  only  in  1697,  after  the  disastrous  fiulure  of 
the  Land  Bank  Scheme,  and  the  ruin  of  public  credit,  that  the 
Bank  was  enabled  to  obtain  a  monqioly.    But  even  that  did  noi 
affect  the  ccMnmon  law   right  to  estaUish  such  institntioDSy  it 
only  said  that  no  rival  bank  should  be  erected  or  oountenanoed 
bj   Pariiament.      None,  however,  were  formed ;  but,  in  1706, 
another  Company  began  doing  banking    boeineflB    by    iflBoing 
notes.    The  Bank  then,  in  1709,  obtained  the  daiae  in  the  Act 
^  that  year,  prohibiting  any  company  of  posons  ^T^ii^ii^ti^g  ^ 
in  nomber    from   **  borrowing,  owoo,  or  taking  up  money  oo 
^ir  billB,  or  notes  payable  to  bearer  on  demand,"  whidi,  wb 
^ve  shewn,  was  the  weU  understood    inAaning  of   ^j^  motd 
^  hanking"  at  that  Ume.    This  clause  was  effectual  up  to  1742; 
^hen,  in  the  Act  of  that  year,  it  was  re-enacted  in  much  more 
^  and  explicit  terms.    But  still  the  restriction  wm  confined  to 
^^wtuwing,  or  owdjg,  money  on   their  bills,  or  noiek    Cobb- 
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X    Ab  attampi  in  1828  to  gm  te 
IhghiMl  to  gm  up  the  jmikgem  of  dMir 
pmnifc  joint  itock  hyiks  to  be  ftnaed  in  1 
fdbd,  efen  khoo^  n  bribe  WM  olRned,  1 
tin  1826,  wbm  Urn  dmmien  of  die 
gOMiDj  ftttribntod  to  the  inqmper  ] 
bentw^  die  MiniiUy  were  poiwarfiil  enough  to  < 
to  give  iq»  ita  onjnrtifiable  monopolj,  end  ei  len|^ 
pennii  joint  etock  hyiks  to  be  ftnned  b^ond  i 
ftom  die  meHopolik    The  Stotote  l&U,  c  48,  ^ 
dns  poipoee.    Ifti  diief  pnmrions  are — 

1.  That  banka  dT  an  nnlimitod  nmnbo*  of  partnen  maj  li 
fanned,  and  cany  on  all  deacriptioDB  of  banUng  twiiyi  ty 
jHoing  notes  and  bflh  payaUe  on  demand,  or  odwnriae^  pniviM 
that  Bodi  oorporatioDS  or  partnenhips  ehoold  not  han  ai^  hann 
of  bonnen  or  eBtaUiehmrat  aa  hanken  in  London*  or  at  aay 
plaee  widun  sixiy-five  miles  of  London ;  and  that  endi  member 
of  Bodi  ecxporation,  or  partnenhip,  eboold  be  Ikbto  ftr  aO  ito 
ddite  <^  ereiy  description,  contncted  while  he  wns  a  partner, 
or  which  fell  doe  alter  be  became  a  partner. 

n.  No  Bodi  banking  company  was  to  issne  or  re-iasoe,  either 
directly  or  indirectly,  within  the  prescribed  distance,  any  biD'or 
note  payable  to  bearer  on  demand,  or  any  bank  poet-bill,  nor 
draw  npon  its  London  agents  any  bill  of  exchange  payable  on 
demand,  or  for  any  less  sum  than  £50,  bnt  they  mi^t  draw 
any  bill  for  any  snm  of  £50  or  upwards,  payable  in  London  or 
elsewhere,  at  any  period  after  date,  or  after  sight. 

in.  Snch  banking  companies  were  expressly  forbidden,  by 
themselTcs  or  their  agents,  to  borrow,  owe,  or  take  np  in  London, 
or  at  any  place  within  sixty-five  miles  of  London,  any  anm  of 
money  on  any  of  their  bills  or  notes  payable  on  demand,  or  at 
any  time  less  than  six  months  from  the  borrowing  thereof,  bat 
they  might  disconnt  in  London,  or  elsewhere,  any  bill  or  bilk  of 
exchange,  not  drawn  by,  or  npon,  themselves,  or  by,  or  npon,  any 
person  on  their  behalf. 

IV.  Before  snch  a  company  began  business,  they  were  to 
make  a  return  of  the  names  and  addresses  of  all  their  partners, 
and  places  for  carrying  on  business,  and  the  names  of  two  or 
more  of  their  partners,  being  resident  in  England,  who  were  to 
be  appointed  public  officers,  and  in  whose  names  the  company 
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were  to  sne  and  be  sued,  which  retnm  was  to  be  verified  by 
oath.  And  they  were  required  to  make  retoms  of  all  changes 
in  their  body. 

V.  That  all  proceedings  at  law  and  in  eqnity,  civil  and  criminalt 
shonld  be  taken  by  and  against  the  public  officers  of  the  company. 
All  decrees  and  judgments  obtained  against  such  public  officers 
should  be  vahd  against  all  and  every  member  of  the  company ; 
and  execution  upon  a  judgment  against  the  public  officer  might 
be  issued  against  any  member  of  the  company.  But  that  every 
such  public  officer  or  person,  against  whom  such  execution  was 
issued,  should  be  fully  indemnified  by  the  other  members  of  the 
company  ;  but  that  no  execution  should  issue  against  any  person 
more  than  three  years  after  he  had  ceased  to  be  a  partner. 

VI.  The  Bank  of  England  was  authorised  to  establish  branches 
at  any  place  in  England. 

VII.  Such  banking  companies  might  issue  unstamped  notes 
upon  giving  certain  securities  to  the  Crown,  to  make  true 
returns  of  the  amount  of  their  issues,  and  to  pay  the  amount  of 
stamp  duty  on  them ;  and  they  were  not  obliged  to  take  out 
more  than  four  Ucenses  for  issuing  notes  in  different  places. 
For  any  breach  of  these  provisions  in  neglecting  to  send  returns, 
the  penalty  was  £500  per  week,  and  various  penalties  were  exacted 
for  false  returns.  And  every  breach  of  the  provisions  relating 
to  their  banking  business  subjected  the  company  to  a  penalty 
of  £50. 

VIII.  The  rights  and  privileges  of  the  Bank  of  England 
were  to  remain  intact  and  unaltered,  except  so  far  as  varied  by 
that  Act. 

4.  Subject  to  these  restrictions  upon  their  business,  this  Act 
made  no  provisions  regarding  the  constitution  or  capital  of  these 
companies.  Each  one  was  allowed  to  devise  a  constitution  for 
itself,  to  name  its  own  capital,  and  to  make  any  public  announce- 
ment regarding  it  that  it  pleased.  The  formation  of  joint  stock 
banks  under  this  Act  proceeded  very  slowly  at  first,  not  more  than 
four  or  five  being  formed  in  as  many  years.  In  fact,  such  banks 
could  only  be  successfully  formed  by  influential  persons,  and,  of 
course,  each  of  these  had  already  his  own  bank,  which  he  would 
naturally  be  unwilling  to  injure  by  the  formation  of  so  powerful 
a  rival.    The  first  joint  stock  bank  was  formed  at  Lancaster,  the 
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were  a  banking  partnership  or  any  other.  It  «w  clcv,  tbeidbR, 
that  the  bank  oooM  not  itself  directly  accept  btOflL  Rat  it  did 
not  appear  that  the  words  of  the  Act  prohibited  irusim 
accepdng  bills  lor  a  ks  date,  on  behalf  of  the  cunpany.  Nor, 
if  trostees  conld  accept,  was  there  anything  to  po^^ent  then 
accepting  by  procuration.  Consequently,  there  q^)e«red  to  be 
this  method  open,  of  circnroventing  the  monq)oly  of  the  Bank 
of  England.  On  the  21st  of  Febrnary,  1835,  the  Bank  d  8t 
Albans  drew  a  bill  for  £25  npon  the  London  and  Westmiutar 
Bank,  payable  21  days  after  date ;  which,  on  the  2Sni,  w» 
presented  for  acceptance  at  the  London  and  Westminster  Bank, 
and  was  accepted  in  the  following  form — 

AcctpUrd. 

At  3»).  Tlir«i;nnortoc-5t..  per  i>riimrati''kn  of 

tLe  troatces  of  the  London  and  Westminster  Bank. 

J.  W.  GILBART,  liamafer, 

10.    The  Bank  of  England  moved  for  an  injnnction  to  restrain 
the  Bank  from  aec-ejiting  bills  in  this  form,  and,  the  case  harin? 
l>e€'n  argried,   the  Court  of  Common  Pleas  held  that  it  was  an 
infraction  of  the  Bank  Charter  Act  of  ls:^»o,  and  the  other  Acts 
then  in  force  re.s|>e(tin^'  tlie  Bank  of  Enelami.     Aceordiu^iv,  the 
Master  of  the  Rolls  crrant.-d  an  injunction,  restraining  them' from 
accepting  bills  at  loss  than  six  ni«»nths'  date.     The  onlv  re'snit 
was,  that  the  Bank  i»ai(l  the  hills  drawn  npon  it,  without  accept- 
ance.    The  London  and  Westminster  Bank  being  defeated  in 
this  manner,  the  London  Joint  Stock  entered   the   listc?  against 
the  Bank  of  England  in  another  form.     It  agreed  with  a  bank 
in  Canada,  that  the  latter  might  draw  n[)on  Mr.  George  Pollard, 
who  might   accept   in   his  own  name,   and   the    London     Bank 
agreed  to  find  the  funds  to  meet  Mr.  Pollanrs  accej^tances,  and 
such  transactions  were  to  be  matters  of  acwunt  between  the  two 
banks.     Mr.  Pollard  was  not  a  shareholder  in  the  Ix)ndon  Bank  : 
but  he  was  their  manager,  and  the  transaction  was  substantiallj 
an  acceptance  by  the  bank.      The    House  of  Lords,    however, 
declared  this  ingenious  device  to  be  illegjd,  as  it  was  merelv  doing 
indire<^^'tly  what  they  were  forl)idden  to  do  direi'tly.     Thus  ended 
the  attempts  of  the  London  joint  stock  banks  to  free  themselves 
from   this    monstrous    oppression,    from   which    they   were   not 
relieved  till  the  Act  of  1>^44. 
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11.  It  was  always  held  at  common  law,  that  a  man  conld  not 
fine  himself.  Conseqaently,  if  the  same  individual  was  member 
of  two  partnerships,  they  could  not  go  to  law  against  each 
other.  The  consequence  of  this  was,  that  no  partnership  could 
sue  one  of  its  members,  or  vtce  versa,  and  if  the  same  person 
had  shares  in  two  different  banks,  they  could  not  have  sued  each 
other  for  any  demands,  or  debts.  The  Statute  1888,  c.  96,  was 
passed  to  remedy  this  anomalous  state  of  matters;  it  enacted 
that  a  banking  company  might  sue,  or  be  sued,  by  any  of  itf9 
members,  exactly  as  if  they  were  separate  individuals ;  and  by 
the  Statute  1840,  c.  Ill,  this  was  extended  to  criminal  cases,  so 
that  if  a  member  of  such  a  banking  partnership  steals  or 
embezzles  any  property  belonging  to  it,  of  any  description,  or 
shall  commit  any  offence  against  it,  he  may  be  indicted,  and 
convicted  exactly  as  if  he  were  a  stranger. 

12.  It  being  unlawful  for  spiritual  persons  to  engage  in  any 
trading  concerns,  and  such  partnerships  of  which  any  of  its 
members  were  spiritual  persons,  being  held  to  be  void  and  illegal, 
it  was  suddenly  found  that  most  of  the  banking  companies  in 
England  were  illegal,  and  all  their  contracts  void,  because  some 
of  their  shareholders  were  clergymen.  The  Act,  Statute  1841, 
c.  14,  was  passed  to  remedy  this,  and  declared  that  such  partner- 
ships should  not  be  illegal  and  void  ;  and  that  their  contracts 
should  not  be  illegal  and  void,  although  some  of  their  share- 
holders were  clergymen. 

18,  When  the  impediments  to  the  formation  of  joint  stock 
banks  beyond  sixty-five  miles  from  London  were  removed  in  1826, 
.they  were  left  perfectly  free  as  to  the  provisions  of  their,  deeds 
of  constitution,  their  nominal  and  their  paid-up  capital,  and  all  the 
details  of  management,  nor  were  they  obliged  to  publish  any 
accounts.  The  public,  consequently,  were  perfectly  in  the  dark 
jBfl  to  the  magnitude  and  position  of  the  bank,  because  they 
might  advertise  that  their  nominal  capital  was  £1,000,000, 
divided  into  any  number  of  shares.  But  no  one  had  any  means 
of  knowing  how  many  of  the  shares  were  taken  and  paid 
upon.  Consequently,  although  the  capital  of  the  bank  might  be 
advertised  in  the  papers  as  £1,000,000,  no  one  could  tell  whether 
it  had  bond  fiele  £500  paid  up. 

2  c  2 
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14.  The  first  few  joint  stock  bunks  having  been  npparentty  sae- 
eenftd,  DaturafJy  turned  BiiectiJatioa  into  that  chiiooal.  Numbers 
of  Bew  b^tikB  were  started  in  all  pavtM  of  the  country,  and  maoj 
ptimte  bankei^,  fearing  that  the  competition  would  be  Ibq 
poirerfbl  for  them«  united  aud  formed  themselves  Into  joint  stock 
batdok  The  rapid  growth  of  these  esttibljshmenls  led  to  miieh 
miaimn  age  men  t ,  and  many  disasters,  a&  might  have  been  expected, 
wai  CSommittees  of  the  House  of  C4)mmDiis  were  appointed  to 
into  the  sabjeet  in  183G-7  and  1840-1. 


I 


1&  The  great  aboa^  which  were  revealed  in  tlie  coorae  of 
"Aatd  inquiries  determined  Sir  Robert  Peel,  who  was  guppoeed 
to  be  the  minister  who  par  ^reliencB  understood  banking,  to 
bring  in  a  bill  to  regulate  the  future  ooastitotion  of  these  est^ 
Krihmente,  An  Act,  containing  many  elaborate  provisions  for 
this  purpose,  was  aceordingly  paised,  Statute  1844,  e.  IIS. 
Folly  admitting  the  enormous  evils  which  this  Act  wm 
intended  to  remedy,  we  will  only  say  that  a  more  nnfortunate 
•specimen  of  legislation^  or  one  more  entirely  niisuitnlilc  to  the 
natnie  of  the  bnsiness  it  related  to,  has  not  emanated  from 
Parliament  in  recent  times ;  and,  being  found  to  be  ati  nnmidgated 
nuisance,  without  any  counterbalancing  advantages,  it  was  wholly 
repealed  in  1857. 

16.  We  have  already  said  that  Sir  Robert  Peel's  Joint  Stock 
Banking  Act,  Statute  1844,  c.  118,  was  found  to  be  wholly 
unsuitable  for  the  purposes  it  was  intended,  and  totally  repealed. 
This  was  done  by  the  Act,  Statute  1857,  c.  49.  The  principal 
provisions  of  this  Act  are  as  follows — 

I.  Every  company  formed'under  the  Acts,  Statute  1844,  c  118> 
or  the  Statute  1845,  c.  75,  were  to  register  themselves  before 
the  1st  January,  1858,  under  the  said  Act,  under  severe 
penalties. 

II.  Any  banking  company,  consisting  of  seven  or  more  persons^ 
having  a  capital  of  a  fixed  amount,  divided  into  shares  iJso  of  a 
fixed  amount,  and  legally  carrying  on  the  business  of  bankings 
before  the  passmg  of  the  Act,  may  register  itself  under  this  Act^ 
and  then  all  provisions  of  any  Act,  letters  patent,  or  deed  of 
settlement  constituting  or  regulating  the  company,  as  are  inocm- 
sistent  with  the  Joint  Stock  Companies'  Acts,  1856,  1857,  or 
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With  the  said  Act^  are  thereby  repealed  in    regard    to    that 
Company. 

III.  The  above  Banking  Acts  were  then  repealed  as  to  any 
future  companies,  and  as  to  existing  companies,  as  soon  as  they 
were  registered  under  this  Act. 

IV.  Seven,  or  more,  persons  might  register  themselves  as  a 
company,  other  than  a  limited  company,  under  this  Act,  pro- 
vided the  shares  into  which  the  capital  of  the  company  is  divided 
are  not  less  than  £100  each, 

V.  The  numbers  of  partnera  permitted  in  a  private  bank  is 
extended  to  ten. 

17.  The  question  of  admitting  the  principle  of  limited  liability 
into  commercial  partnerships  in  this  country  has  long  been 
debated  with  much  acrimony.  The  old  theory  of  the  law  was 
expressed  by  Lord  Eldon,  who  said  that  a  man  who  entered  into 
a  commercial  partnership,  rendered  himself  liable  "to  his  last 
shilling  and  his  last  acre "  for  the  debts  of  the  company.  And 
this,  no  doubt,  was  true,  as  far  as  regards  ordinary  private  part- 
nerships. But  many  great  companies  had  been  formed  and 
incorporated,  in  which  the  privilege  of  limited  liability  was 
specially  conferred  upon  them.  A  principle  may  be  good  when 
applied  to  ordinary  traders,  who  are  supposed  all  to  take  an 
active  part  in  the  business,  and  to  be  each  and  all  parties  to 
every  transaction.  But  in  the  case  of  great  companies  it  is 
rather  different.  In  them  the  great  majority  of  the  partners  are 
specially  debarred  from  all  knowledge  of  the  real  nature  of  the 
transactions,  which  are  expressly  left  in  the  hands  of  a  small 
committee.  Now,  as  there  are  many  great  objects  in  commerce 
which  can  only  be  carried  by  means  of  a  great  company,  and  it 
was  obviously  desirable  that  they  should  be  carried  out,  it  has 
long  been  the  practice  in  granting  Acts  to  these  companies  to 
limit  the  liability  of  the  shareholders.  This  was  done  in  the 
case  of  the  Bank  of  England  itself;  in  railway  and  other  com- 
panies, also,  almost  universally,  in  the  charters  granted  to 
Colonial  banks.  But  for  a  very  long  time  the  application  of  this 
principle  to  private  partnerships  in  England  was  vehemently 
resisted.  However,  this  resistance  was  overcome  in  1855, 
and  in  that  year  an  Act  was  passed.  Statute  1855,  c.  188,  to 
permit  the  formation  of  joint    stock  companies    with    limited 
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KiUlHy^  HiMNMfafi  aniip  the  piiDdple  was  conceded  »i 
to  odier  oompaoieB,  joint  stm^  ^mnks  were  stiU  most  jealonalf 
eidndedy  on  ModOtit  of  ocRUa  nnintelMgibk  distinctiou  betwe«n 
tUir  tradmg  iad  otter  tfidbig.  f  n  the  jotat  gtock  banking  Act, 
of  18d7,  this  oidiiBioa  wm  still  strictlj  maint^Ded.  Bat  the 
ttfrftk  flkittqplM  of  Hid  MhMI  of  joint  itock  backs  in  1857,  tt 
htH  iMipelled  tile  Ti^pslHtttW  to  jrield,  &nd,  in  18^,  an  Act  was 
pmtA  to  cKtttnd  Utttited  liib&%  to  banks. 
He  chief  proviskms  of  this  AcU  Statute  1858,  c.  91»  ore — 
L  B6  nmoh  rf  the  ialt*liieilttoii(d  Stutnti^  of  1 857.  as  prevented 
bsnlB  bdng  fonned  on  the  principle  of  limited  li^'^bility,  wm  i^- 

n.  An  banks  iriiiGfa  iasoe  promtemrj  notes  am  snbject  to 
nifliMited  liability,  ail  jto  al  i^gar ds  tbeir  notes,  for  which  the; 
ahi  to  be  liable,  in  addition  to  the  mm  for  wMeh  they  are  to  be 
Hl^k  to  the  genehd  creditor. 

in,    Btery  existinif  banking  Cnmpfuiy  may  Tester  itaelf 
nkder  iliis  Act,  npon  gittng  tliiny  diiya*  uotioe,  to  each  and  &n 
of  its  CDstomeia.    Any  customer  to  whom  it  ninj  &11  to  eeod_ 
notice  detaining  his  fall  rights  as  befbre. 

ly.  All  companies  formed,  or  registering  themselYes,  nnder 
this  Aet^  mnst  on  the  Ist  Febniary  and  Ist  Angast,  in  eadi  year, 
post  np  in  a  conspicnons  place  in  its  head  office,  and  eadi  branch, 
a  statement  of  its  liabilities  and  assets,  made  np  in  a  form  pre- 
scribed by  the  Act. 

18.  When,  in  the  conrse  of  less  than  thirty-five  years,  mett 
had  seen  the  whole  of  England  shaken,  from  end  to  end,  by 
those  tremendous  banking  catastrophes,  which  seemed  to  be  rf 
periodical  recurrence,  they  tamed  to  the  example  of  a  countty, 
where,  though  there  had  been  commercial  difficulties,  theie 
never  had  been  any  banking  disasters  at  all  comparable  to  those 
of  England,  Many  private  bankers,  it  is  true,  had  failed,  bat, 
e!t6ept  the  Ayr  Bank,  up  to  1826,  no  joint  stock  bank  in  Scotland 
had  failed.  A  very  strong  and  general  demand  therefore  arose 
for  the  Scotch  system,  many  men  thinking,  that  because  the 
Scotch  banks  were  joint  stock  banks,  that,  therefore,  joint  stock 
banking  was  all  that  was  requisite  to  attain  security.  When, 
therefore,  the  monopoly  of  the  Bank  was  to  a  certain  extent 
broken  up  in  1826,  they  expected   to  enjoy  similar  prosperity 


FREE    TRADE.  391 

and  safety  to  what  Scotland  had  done,  and  when,  after  an  expe- 
rience of  fourteen  years,  they  found  that  the  joint  stock  banks 
were  scarcely  more  secure  and  equally  ill-managed  as  the  private 
banks,  great  and  bitter  disappointment  ensued,  and  joint  stock 
banking  became  a  bye  word  of  reproach. 

But  in  truth  the  causes  of  this  are  very  evident.  In  Scotland 
the  growth  of  banking  had  been  extremely  gradual.  The  first 
joint  stock  bank  was  founded  in  1695,  the  second  in  1727,  the 
next  in  1747,  and,  except  a  few  country  ones,  no  new  one  of  any 
magnitude  was  founded  till  1810.  The  consequence  was  that 
they  gradually  expanded  with  the  increasing  wealth  of  the 
country.  They  grew  with  its  growth.  Moreover,  they  corres- 
pondingly increased  their  capital.  They  acquired  great  expe- 
rience, after  committing  many  errors,  which  brought  them  to 
the  brink  of  destruction.  When  the  country  required  additional 
accommodation,  it  was  done  chiefly  by  throwing  out  branches 
from  the  parent  establishments  in  the  metropolis,  so  that  they 
had  all  the  experience  and  effective  control  of  the  superior 
officers.  At  present,  there  are  but  eleven  distinct  establishments 
in  the  country,  but  these  have  878  branches  extending  into 
every  village  in  the  kingdom,  so  that  banking  accommodation  is 
ample  and  abundant.  But  these  are  all  independent  institutions, 
depending  upon  their  own  wealth  and  resources,  and  except^ 
perhaps,  in  the  case  of  a  sudden  run  upon  one  of  them^  never 
eeelang  assistance  from  each  other.  To  suppose  that  the  English 
system  of  joint  stock  banking  bore  any  similarity  to  this  would 
be  a  most  ^r^ious  fallacy,  and  it  was  this  difference  chiefly 
which  led  to  those  disastrous  consequences  which  so  completely 
falsified  the  expectations  which  were  formed  on  the  introduction 
of  joint  stock  banking  into  this  country. 

19.  There  are,  in  truth,  laws  of  nature  in  the  industrial  world, 
as  well  as  in  the  moral  and  physical  world ;  and  a  systematic 
attempt  to  violate  these  terminates  in  disaster,  as  surely  and  as 
certainly  as  a  systematic  disregard  of  the  laws  of  nature  in  the 
physical  world.  It  may  be  a  long  time  before  the  mischief  is 
developed,  nay,  for  a  considerable  time,  the  results  may  appear 
to  be  beneficial,  but  in  the  long  run  the  faulty  principle  is  sure  to 
produce  its  fruits — 

*'  Raro  antecedentem  scelestom, 
Desendt  pede  poena  daado." 
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^0w,  the  great  law  of  nature  in  the  Indastrial  world  is  Feek 
TfiADE-  Tliere  h  nothing  more  certain  in  all  the  range  of 
flciepce,  than  tliat  exciusive  privileges  in  oammerce  are  great 
iTiolationa  of  natnnU  right.  Trading  monopolies  are  moral 
[isrimea.  When  Parliament  Bold  to  the  Bank  of  England  the 
f  cxclcBive  monopoly  of  banking,  it  sold  what  it  had  ko  right 
TO  BELL.  It  had  no  more  riglit  to  sell  to  dub  body  of  persona 
the  right  of  t»ari7ing  on  the  business  of  banking  than  it  had  to 
Bell  a  monopoly  of  the  business  of  bookselling,  or  leather  dresa^ 
ing,  or  any  oUier  trade  whateter.  This  monopoly  was  as 
mijast  and  as  peniicious  as  any  of  those  which  the  Commons 
of  Elizabeth  and  James  I*  had  rebelled  agninst*  For  a  oonsider- 
able  period  everything  seemed  to  go  well  The  Bank  of 
England  rendered  unquestionable  services  to  the  Btabe— so 
might  any  other  trading  corporation  in  its  hue — and  any  other 
corporation  mi|,^ht  have  done  the  same,  if  they  had  been  per- 
mitted* Bntj  nevertheless,  the  principle  of  the  monopoly  was 
utterly  vieioua;  and  Time,  the  Arenger,  brought  retributioa 
at  lost.  Injustice  shmibera  long»  but  it  is  sure  to  have  its 
IreTenge  at  last  When>  in  the  natural  course  of  eyentBy  the  oonH 
merce  and  wealth,  and  increasing  spirit  of  enterprise,  demanded 
an  increased  Currency,  and,  save  for  this  monopoly,  powerful  and 
wealthy  companies  would  have  been  formed  in  the  metropolis 
wish  ramifications  all  over  the  country,  these  unjustifiable  {Hiyi- 
leges  of  the  Bank  prevented  them.  The  Bank  would  neither 
supply  this  Currency  itself,  nor  permit  any  other  powerfiQ  com- 
pany to  do  so.  The  consequence  was  that  the  duty  of  supplying 
the  necessary  Currency  fell  into  the  hands  of  any  grocer,  or  tedlor, 
or  cheesemonger  who  chose  to  call  himself  a  banker.  Their 
power  was  unlimited.  Then  came  1793;  then  1797;  then  the 
long  series  of  disasters  from  1810  to  1816 ;  and  then  1825. ' 

When  these  terrible  lessons  effected  a  breach  in  the  monopoly 
of  the  Bank,  it  was  only  a  partial  one,  a  large  portion  still  remaioed 
and  exercised  its  deadly  influence.  When  the  new  joint  stod: 
banks  were  formed  they  were  merely  local  banks,  all  as  depend- 
ent on  the  Bank  of  England  as  the  private  banks  had  been. 
The  Bank  maintained  its  exclusive  privileges  within  sixty-five 
miles  of  the  metropolis;  and  this  was  the  inherent  vice  of  the 
English  system  of  joint  stock  banking.  Instead  of  being  inde- 
pendent banks,  strong  in  their  own  resources,  and  able  of  their 
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own  strength  to  withstand  a  shock,  they  were  carried  on  hpon 
the  most  dangerous  principle  of  rediscounting  the  bills  they 
bought,  as  indeed  they  could  not  help  doing ;  thus  their  very 
existence  depended  upon  the  Bank  of  England  and  the  London 
bill  brokers. 

20.  To  suppose  that  this  in  any  way  resembled  the  Scotch 
system  would  be  a  gross  fallacy ;  the  EugUsh  banks  were  for- 
bidden to  have  establishments  in  the  metropolis,  which,  of  all 
others,  is  the  best  feature  of  the  Scotch  system.  We  have  abeady 
pointed  out  that  capital  has  a  tendency  to  accumulate  in  certain 
districts  of  the  country,  where  there  is  not  suflScient  demand  for 
it,  and  in  others  there  is  a  greater  demand  for  it  than  the  district 
supplies.  Now,  in  the  English  system,  the  bankers  in  the  former 
part  of  the  country  remit  money  to  London  to  be  held  in  deposit 
for  them,  and  in  the  latter  the  bankers  remit  their  bills  to  be 
rediscounted,  and  have  the  money  remitted.  Now,  this  legitimate 
operation,  which  is  all  done  by  one  establishment  in  Scotland, 
requires  three  distinct  and  independent  establishments  to  do  it 
in  England,  and  has  given  rise  to  that  system  of  rediscounting 
which  is  so  perilous  and  so  objectionable.  But  it  is  the  natural 
result  of  the  monopoly  of  the  Bank.  Because,  if  it  had  not  been 
for  that,  these  three  establishments  would  all  have  been  under 
one  control  and  management;  under  the  present  system  they 
are  three  different  and  frequently  conflicting  interests. 

And  this  great  violation  of  natural  justice  manifested  its  evil 
consequences  in  many  other  striking  ways.  No  man  of  common 
sense  now  disputes  the  great  principles  laid  down  by  the  Irish 
Committee  of  1804,  the  Bullion  Report  of  1810,  and  the  authors 
of  the  Act  of  1819,  that  the  Paper  Currency  must  be  governed 
by  the  Exchanges.  But  long  after  the  directors  of  the  Bank  of 
England  had  learnt  this  principle,  and  professed  to  govern  her 
issues  by  the  exchanges,  they  complained  loudly  and  justly 
that  their  efforts  to  contract  their  own  issues  in  an  adverse  ex- 
change were  counteracted  by  the  issues  of  the  country  banks, 
and  that  as  soon  as  they  withdrew  their  paper,  the  vacuum  was 
immediately  filled  up  by  country  issues.  The  reason  is  very 
maniliest.  The  Bank  of  England,  being  situated  at  the  heart  of 
the  exchanges,  felt  the  danger,  and  saw  the  necessity  of  contract- 
ing her  issues ;  the  country  banks,  heipg  situated  at  a  distance. 
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kofliir  and  cared  notbing  ahout  the  ascb^Lnges  i  nay,  they  am^i 
ftilMially  profeBSed  that  their  imm^s.  had  nothmg  to  (k>  with  the 
fitdiartg^r  and  natundlj,  whenever  they  saw  au  <^eniiig,  iigued 
Omt  paper. 
NoWj  if  it  had  not  l)cen  for  this  iniqmtotis  mon<^1y  of  tht^ 

'  Bank,  what  wouIl!  probal  ily  have  been  the  eoudition  of  English 
Banldiig  at  the  pi^esent  day  ?  There  would  hare  probably  been 
thirtgr  or  forty  great  banks  in  the  metropolis^  each  as  great  at 
file  present  Baak  of  England^  with  lamificationg  and  bramebcf 
dlofier  the  conn  try.  It  woald,  in  faet,  havo  been  the  Sootch 
qiUni  on  a  much  larger  sealed-one  commensiirate  with  the 
gnallr  magnitude  of  the  csountry-  It  would  have  been  one 
great  monetary  nerrous  system.  If  tbia  had  been  the  caee,  they 
ivoold  have   been   acted   ajon  immediately  by   the  exchanges, 

,  London,  being  the  centre  of  the  exchanges,  any  drain  of  gold 
nonld  have  caused  immediate  measure  of  eoniiteraction,  which 
Wonld  have  been  propagated  and  enforced  by  the  parent  eetal^ 
fidiment  all  over  the  oountiy.  The  tremor  of  the  exchange 
iroiild  have  been  instantly  felt  in  every  village  in  the  kingdom. 
Thus,  under  a  natural  system,  any  effect  in  j^ndou  wonld  have 
vibrated  through  all  England^  and  no  country  banks  oonld  possibly 
have  acted  in  opposition  to  the  ones  in  London.  And  ibis  is  the 
result  to  which  the  banking  system  of  the  country  is  slowly 
gravitating,  and  which  it  will  ultimately  assume.  And  if  this, 
which  is  the  natural  system,  had  been  allowed  to  grow  np  from 
the  beginning,  we  believe  that  those  great  banking  catastrophes 
never  would  have  occurred.  If  any  crisis  had  occurred,  they 
would  have  stood  by  and  assisted  one  another,  but,  when  any 
shock  did  occur  under  the  unfortunate  system  which  has  prevailed, 
the  country  banks  have  all  depended  on  the  Bank  of  England  for 
thdr  very  existence. 

21.  It  is  a  melancholy  reflection  that  these  great  changes 
cannot  take  place  without  producing  much  injury  to  private 
individuals.  The  very  obnoxious  law  itself  gave  birth  to  the 
business  of  a  number  of  persons,  which  the  removal  of  the 
shackles  of  monc^ly  must  necessarily  extinguish.  In  1882,  the 
banking  vritnesses  felt  that  the  establishment  of  j(Ant  sUxk 
banks  would  be  &tal  to  the  existence  of  many  of  the  private 
bankers,  and  some  went  so  far  as  to  wish  to  prohilnt  them  on 
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that  acconnt.  Since  these  44  years  have  passed,  we  have  under- 
gone a  mighty  revolation  of  opinion  in  commercial  matters. 
The  ideas  of  that  age  are  now  as  antiquated  and  obsolete  as 
those  of  the  men  before  the  flood.  Then,  the  general  public 
was  supposed  to  be  made  for  the  benefit  of  each  separate  mono- 
poly, 'and  interest,  and  class.  But  now  that  is  all  changed.  It 
was  akin  to  the  great  Ricardian  heresy,  that  cost  of  production 
regulates  value.  Every  interest  which  had  bestowed  labour  and 
expense  in  making  productions,  was  allowed  to  hold  the  public  in 
thraldom.  The  value  of  the  law  appeared  to  be  measured  by  the 
quantity  of  labour  bestowed  in  mastering  its  disgusting  intricacies 
and  technicalities.  Obstinate  pedants  maintained  it  gravely  as  a 
valid  argument  for  upholding  all  the  old  abuses  of  ^e  law,  that 
great  and  eminent  men  had  bestowed  so  much  labour  and  unhappy 
diligence  in  accumulating  so  much  legal  lore.  What,  said  they, 
is  the  fhiit  of  so  mueh  ingenuity  to  be  thrown  away  ?  In  fact, 
they  determined  upon  loading  the  public  with  all  sorts  of  op- 
pression, for  the  sake  of  preserving  a  fictitious  value  to  so  much 
misdirected  industry. 

22.  But  all  these  ideas  are  now  past  and  gone.  They  were 
congenial  to  times  when  education  was  narrowed  to  a  small  and 
select  circle,  and  the  general  public  was  in  a  state  of  helpless 
and  inert  ignorance.  But  they  have  all  been  swept  away,  before 
the  advancing  tide  of  public  intelligence.  It  is  now  weU  settled 
that  the  community  in  general  is  not  made  for  the  benefit  of 
agriculturists,  or  manufacturers,  or  lawyers,  or  bankers,  or  any 
set  of  men  whatever,  but  they  are  for  the  benefit  of  the  country. 
It  is  the  wants  of  the  community  which  must  give  rise  to  the 
value  of  their  occupations ;  and  all  who  engage  in  them  must 
regard  them  as  purely  commercial  speculations.  The  wants 
and  requirements  of  all  are  not  to  be  restricted  or  moulded 
by  legislation  to  be  subservient  to  the  advantages  of  a  few,  but 
the  interest  of  particular  classes  must  be  subordinate  to  the 
necessities  of  all. 

23.  We  have  carefuUy  and  purposely  abstained  throughout 
this  work  from  making  any  invidious  comparison  between  the 
merits  of  private  and  joint  stock  banking.  All  we  say  is,  let 
each  of  them  have  full  and  fair  play,  and  let  the  public  generally 


898    TBSOBT  ASD   FRAGTICX  OF  BAVKHO 

This  Committee  faegm  iterittings  on  the  IKh  of  Apffl,  187% 
and  took  eyidencD  dariiig  21  dajs,  and  mported  tha 
taken  to  the  Hooae,  bat  made  no  report  on  the  evidenoa  i 
and  reeommended  Us  le^^Nnntment  tiiis  seaaioiL 

The  primary  object  of  the  Oommittea  waa  to  aaoerliin  tha 
legality  or  the  oontrary  of  the  eetablidunent  of  the  Saptoh 
branches  in  London.  It  examined  Mr.  Fitajames  Ste^iaa*  QJO^ 
and  Sr  Uenrj  Thring,  CKp  Pariiamentaiy  dranghtsman  to  tha 
Ck)i?emment»  personally,  aa  to  the  afcate  of  the  Laiir  s  and  baadv 
that  they  had  the  written  o[rfnions  of  Sir  Jamea  Boariett  (Uai 
Abinger),  Sir  Edwaid  Sogd^  (liord  St  Leonards),  Mr.  Riohsidi^ 
and  Mr.  Boandell  lUmer  (Lord  Selbonie). 

We  shall  oommenoe  by  stating  the  opinions  of  these  aavanl 
Oonnsel  on  the  point 

Mr.  Stei^en  gave  it  as  his  opinion,  among  other  points^  flist' 
.— ><Ko  joint  siiock  bank  which  issues  notes  anywhere,  exoept  the 
jcnnt  stock  banks  in  England  and  more  than  65*  milea  ftoa 
liondon,  may  carry  on  basiness  in  any  part  of  England.** 

He  considered  that  all  ^'foreign  banks  whatever,  indnding 
under  the  name '  foreign  *  not  only  continental  banks,  bnt  British 
banks  out  of  England,  that  is,  Scotch,  Irish,  and  colonial  banks, 
are  forbidden  by  the  various  Acts  of  Parliament  to  establish 
themselves  in  any  part  of  England."    (Q.  206.) 

He  denied  that  the  Bank  of  Amsterdam,  for  instance,  ooold 
open  a  branch  in  Lcmdon.    (Q.  207.) 

Mr.  Stephen  admitted  that  he  had  never  turned  his  attention 
to  the  subject  before,  and  that  he  had  merely  been  instructed  to 
look  at  the  matter  on  behalf  of  the  English  bank^^  some  two  days 
or  a  week  previously  ;  and  that  he  was  somewhat  biassed  by  the 
aide  on  which  he  was  called.  He  also  said  that  he  derived  most 
of  his  information  fnom  the  memorandum  of  Sir  Henry  Thring,  to 
be  mentioned  immediately. 

Sir  Henry  Thring  differed  so  far  from  Mr.  Stephen,  that  he 
thought  the  Scotch  Banks  might  open  branches  in  the  provinces 
beyond  the  65  miles  limit,  though  he  spoke  somewhat  doubtfully 
(Q.  404,  406).  But  he  agreed  with  Mr.  Stephen  that  it  ig  illegal 
to  open  branches  in  London  or  within  the  limit  of  65  miles. 

He  also  presented  a  memorandum  to  the  Committee  containing 
frequent  references  to  the  second  edition  of  this  work  ;  and  stating 
certain  general  conclusions  he  had  arrived  at.    '^  Such  being  the 
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circnmBtances  of  the  case,  the  first  question  is  whether  it  is  or  is 
not  legal  for  Scotch  joint  stock  company  banks  of  issne  to 
establish  branches  in  England.  In  answer  to  that  question  it  is 
submitted  that  the  prohibitions  contained  in  the  Acts  of  1697  and 
1708,  and  repeated  in  1800,  are  still  in  force,  with  the  special 
modification  introduced  by  the  Act  of  1826,  and  are  perfectly 
general  in  their  terms  and  extend  to  Scotch  banks  of  issue  as  well 
as  to  country  banks  of  issue  in  England,  and,  consequently,  that, 
with  the  exception  of  the  Royal  Bank  of  Scotland,  which  is  em- 
powered by  Act  of  Parliament  to  have  a  branch  in  London,  ail 
other  branches  belonging  to  Scotch  banks  of  issue  in  London  or 
within  65  miles  thereof,  are  illegal.  On  the  other  hand,  there 
does  not  appear  to  be  any  legal  prohibition  against  the  Clydesdale 
banking  company  establishing  their  branches  in  Cumberland, 
being  at  a  distance  of  more  than  65  miles  from  London." 

Sir  Henry  Thring  then  presented  some  suggestions  as  to  the 
policy  of  expelling  the  Clydesdale  Bank  by  law  from  Cumberland : 
into  this  consideration  we  shall  not  follow  him,  as,  of  course,  every 
one  is  entitled  to  have  his  own  opinion  as  to  expediency  and 
policy.  We  shall  deal  with  nothing  but  the  pure  Law  of 
the  question. 

The  Author  of  this  work  having  been  expressly  selected  by  the 
Royal  Commissioners  for  the  Digest  of  the  Law  to  declare  the 
Law  on  all  points  respecting  to  Bank  Notes,  and,  moreover, 
having  been  frequently  referred  to  in  the  memorandum  presented 
by  Sir  Henry  Thring,  and  being  perfectly  satisfied  that  there  was 
no  foundation  whatever  for  the  doctrines  laid  down  by  Mr. 
Stephen  and  Sir  Henry  Thring,  applied  to  the  Chancellor  of  the 
Exchequer  to  be  heard  before  the  Committee,  but  the  Chancellor 
refused  to  hear  him.  As  the  opinions  given  by  these  learned 
gentlemen  were  calculated  to  strike  at  such  wide  spread  interests, 
he  wrote  a  letter  to  the  Daily  Netvs,  which  appeared  in  that  paper 
on  the  8th  May,  1875,  shewing  that  the  opinions  expressed  by 
these  gentlemen  were  quite  destitute  of  any  foundation. 

There  were  also  published  in  the  appendix  the  opinions  given 
in  1833  by  Sir  James  Scarlett,  Sir  Edward  Sugden,  and  Mr. 
Griffiths  on  the  question  whether  Joint  Stock  Banks  of  Deposit 
could  be  established  in  London  previously  to  the  clause  in  the 
Bank  Charter  Act  of  1833.  All  these  three  gentlemen  held  that 
they  could  not ;  they  maintained  that  the  words  of  the  monopoly 
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Ombj  miglii  dn'iipoii  n  inhad  Ulcf  «aidiii^ndeord«ni* 
aooofding  to  tibe  coitqni  of  mendiaiiti  ifuiik  tlie 
penoD%  body  politie  and  oorponfce^  wba,  or  wbam 
i^goiii  M  ■tiwidj  flgiied  llie  nme;  and  dint  any 
pnon^  bodj  poKftiD  or  ootpotifeB,  to  iriioBi  anoh  Nate  thai 
pajaUo  to  nj  penon  or  pemna,  bodj  politio  and 
hflTy  ct  tboir  ovdVy  it  indonod  ct  aarigiM^  ct  Aid  ] 
locdeved  to  be  paid,  bj  iBdonoaaei 

hii^  her,  or  their  actioii  Ar  anoh  amn  «f : 
either  agaimt  the  peraon  or  pefaon8»bod^  politiD  and 
who^  cnrhooi  aervant  or  agent  aa  alweaaidj  aigned  anA  Hoto^cr 
againataajof  thepenona  that  indone  the  anme,  in  fiks  aauHr 
aa  in  caaea  of  inland  bilh  of  emiiange.'' 

Thoa  we  aee  that  even  aoppoaing  that  the  dootrine  of  Ale  Ktaifli 
Bendi  ftom  1691  to  1708  ww  right  that  Prtapiamy  Kotea 
payable  to  bearer  were  not  legal  at  Common  Law  and  not  withiB 
the  Law  Merchant^  thia  defect  was  ranediedbjantate;  aadthii 
Act  couferied  in  the  fUkst  manntf  poadUe  vpim  ew&ry  peraon,  or 
partnenhip,  or  Corporation,  the  right  to  iame  PramiBBoiy  Notes 
payable  to  bearer,  and  that  the  bearer  might  sae  the  maker 
or  issuer. 

But,  upon  a  thorough  inyestigation  of  the  question,  the  Author 
was  satisfied  that  the  series  of  judgments  in  the  Eing^s  Bench 
from  1691  to  1703,  which  were  the  cause  of  the  Act  of  Anne 
being  passed,  were  entirely  erroneous,  and  that  the  prerioos 
aeries  of  decisions  from  Edward  III.  to  William  III.  were  the 
true  law,  and  he  was  supported  in  this  by  finding  that  Ixnd 
Mansfield  pronounced  them  erroneous,  and  Lord  Eenyon,  who 
was  notoriously  a  rigorous  adherent  of  the  Common  Law,  seems 
to  hare  agreed  in  this  ojMuion. .  After  enumerating  the  seveial 
cases,  he  said — 

^The  preceding  cases  seem  to  establish  inoontestably  the  ii^ 
lowing  as  the  true  Common  Law  doctrine  as  to  the  transferability 
of  Debts,  or  ChosM^'ip-action. 

1.  Where  the  Obligor  granted  the  Obligation  to  the  Obligee 
alone,  an  Assignee  of  the  Obligation  could  not  sue  the  Obligor  in 
his  own  name. 

2.  Bat  whererer  the  Obligor  granted  the  Obligation  to  the 
Obligee  and  his  Assigns,  or  to  **  bearer,"  thereby  giving  his  expresa 
consent  to  its  alienation,  the  Obligor  might  freely  assign  it,  and 
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the  holder  of  it  had  a  right  of  action  against  the  Obh'gor,  for 
he  was  bound  by  his  own  contract,  for  madua  et  conventio  vmcunt 

Upon  an  examination  of  the  argument  contained  in  the  Author's 
paper,  the  Royal  Commissioners  unanimously  selected  him  to 
prepare  the  Digest  of  the  Law  of  Bills  of  Exchange,  Bank  Notes, 
&c.  Now,  as  Lord  Cranworth,  who,  as  Chancellor,  gave  the 
above-mentioned  opinion  in  the  case  of  Dixon  v.  BovUly  was 
Chairman  of  the  Commissioners,  and  concurred  in  the  Author^s 
appointment,  the  fair  inference  is  that  he  was  satisfied  that  the 
cases  and  arguments  contained  in  the  Author's  paper  proved  that 
the  current  doctrine  as  to  the  non-assignability  of  ehoses-in-actian 
was  untenable;  and  as  the  Commissioners  included  Lord  Westbury, 
Lord  Cairns,  Lord  Hatherley,  Lord  Penzance,  Lord  Selborne,  the 
fair  inference  is  that  these  noble  Law  Lords  were  also  convinced 
by  the  Author's  paper;  for  how  could  they  have  selected  him  to 
prepare  the  Digest,  with  the  full  knowledge  that  he  intended  to 
state  the  Law  to  be  the  exact  reverse  of  what  it  was  universally 
supposed  to  be,  unless  they  had  been  convinced  by  his  arguments 
that  he  was  in  the  right;  and  that  the  doctrine  prevalent  on  the 
Bench  and  at  the  Bar  was  wrong  ? 

The  Commissioners  discontinued  the  work  on  the  Digest,  and 
consequently  the  Author's  Digest  was  never  published.  But  in 
1875  the  question  of  the  transferability  of  choses-in-action  came 
before  the  Court  of  Exchequer  in  the  case  of  Ooodwin  v.  Roharts 
and  others.  Scrip  to  deliver  foreign  bonds  was  pledged  unlawfully 
with  the  defendants,  and  the  original  owner  brought  an  action 
against  them  to  recover  it,  alleging  that  Scrip — which  was  a  mere 
Right  to  demand  a  Right — was  not  subject  to  the  principle  of 
Cun-ency.  But  the  Court  of  Exchequer  held  that  it  was.  And 
this  decision  was  confirmed  on  appeal  to  the  Exchequer  Chamber. 
In  this  case  the  latter  Court  had  before  them  the  paper  which  the 
Author  had  prepared  for  the  Royal  Commissioners;  and  in 
delivering  the  judgment  of  the  Court,  the  Lord  Chief  Justice  of 
England  did  the  Author  the  very  high  honour  of  saying — 

"  Wc  find  it  stated  in  a  Law  Tract  by  Mr.  Macleod,  entitled 
Specimen  of  a  Digest  of  the  Law  of  Bills  of  Exchange^  printed, 
we  Ijelieve,  as  a  Report  to  ^the  Government,  but  which  from  its 
research  and  ability  deserves  to  be  produced  in  a  form  calculated 
to  insure  a  wider  cii'culation,"  &c, 

2  D  2 
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ihqr  might  donpcm  an  iiiland  Unof  mAiing$'m^atinm^ 
according  to  the  cnBtom  of  mercfaanti  i«Biiiik  the 
penoD%  body  politic  and  oorpcratey  who^  or  whoae 
agent  aa  aforeiaid,  rngaed  the  aame ;  and  diafc  my 
penona,  body  pditio  or  corporate^  to  whom  amsh  Koto  that  b 
payable  to  any  pemm  or  peraonB,  body  poUfeio  and  oorponta^  Ui^ 
her,  or  thenr  otder,  ia  indoned  ix  mmgnni,  at  the  monej  ^aentor 
mentioned  ocdeved  to  be  paid,  by  indoiaemenl  Hieveoa^  aball  and 
may  maintain  hia^  her,  or  their  action  fbr  aooh  earn  cf  noHj 
either  againat  the  peraon  or  perBcma,  body  pditio  and  cnporafti^ 
who,  or  whoae  servant  or  agent  aa  aibresaid,  signed  audi  Nole^  cr 
againat  any  of  the  persona  that  indorse  the  aame,  is  like  mamwr 
aa  in  oases  of  inhmd  biDa  of  emhange." 

Thns  we  see  that  even  soj^Kising  that  the  doctrine  of  the  Snifli 
Bench  from  1691  to  1708  was  right  that  Piromiasoiy  Koles 
payable  to  bearer  were  not  legal  at  Ciommon  Law  and  not  withii 
the  Law  Merchant^  this  defect  was  remiedied  by  Ettatato;  and  this 
Act  coniSsrred  in  the  fbllest  manner  poadUe  npon  eveiy  peraon,  cr 
partnership,  or  Gorporationy  the  right  to  issne  Promisaory  Notes 
payable  to  bearer,  and  that  the  bearer  might  sue  the  maker 
or  issaer. 

But,  upon  a  thorongh  inyestigation  of  the  question,  the  Anthor 
was  satisfied  that  the  series  of  jadgments  in  the  King's  Bench 
from  1691  to  1703,  which  were  the  cause  of  the  Act  of  Anne 
being  passed,  were  entirely  erroneous,  and  that  the  previous 
series  of  decisions  from  Edward  III.  to  William  III.  were  the 
true  law,  and  he  was  supported  in  this  by  finding  that  Lord 
Mansfield  pronounced  them  erroneous,  and  Lord  Eenyon,  who 
was  notoriously  a  rigorous  adherent  of  the  Common  Law,  seems 
to  have  agreed  in  this  opinion. .  After  enumerating  the  several 
cases,  he  said — 

^The  preceding  cases  seem  to  establish  incontestably  the  fol- 
lowing as  the  true  Common  Law  doctj-ine  as  to  the  transferability 
of  Debts,  or  Choses-m-action. 

1.  Where  the  Obligor  granted  the  Obligation  to  the  Obligee 
alone,  an  Assignee  of  the  Obligation  could  not  sue  the  Obligor  in 
his  own  name. 

2.  But  wherever  the  Obligor  granted  the  Obligation  to  the 
Obligee  and  his  Assigns,  or  to  "  bearer,"  thereby  giving  his  express 
consent  to  its  alienation,  the  Obb'gor  might  freely  assign  it,  and 
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the  holder  of  it  had  a  right  of  action  against  the  OUigor,  for 
he  was  bound  by  his  own  contract,  for  modus  et  convmHo  vmeunt 
legem" 

Upon  an  examination  of  the  argmnent  contained  in  the  Author's 
paper,  the  Eoyal  Commissioners  unanimously  selected  him  to 
prepare  the  Digest  of  the  Law  of  Bills  of  Exchange,  Bank  Notes, 
&c.  Now,  as  Lord  Cranworth,  who,  as  Chancellor,  gave  the 
above-mentioned  opinion  in  the  case  of  Dixon  v.  Bovilly  was 
Chairman  of  the  Commissioners,  and  concurred  in  the  Author^s 
appointment,  the  fair  inference  is  that  he  was  satisfied  that  the 
cases  and  arguments  contained  in  the  Author's  paper  proved  that 
the  current  doctrine  as  to  the  non-assignability  of  eJiosea-in-action 
was  untenable;  and  as  the  Conmiissioners  included  Lord  Westbury, 
Lord  Cairns,  Lord  Hatherley,  Lord  Penzance,  Lord  Selborne,  the 
fair  inference  is  that  these  noble  Law  Lords  were  also  convinced 
by  the  Author's  paper;  for  how  could  they  have  selected  him  to 
prepare  the  Digest,  with  the  full  knowledge  that  he  intended  to 
state  the  Law  to  be  the  exact  reverse  of  what  it  was  universally 
supposed  to  be,  unless  they  had  been  convinced  by  his  arguments 
that  he  was  in  the  right;  and  that  the  doctrine  prevalent  on  the 
Bench  and  at  the  Bar  was  wrong  ? 

The  Commissioners  discontinued  the  work  on  the  Digest,  and 
consequently  the  Author's  Digest  was  never  published.  But  in 
1875  the  question  of  the  transferability  of  choses-tnroction  came 
before  the  Court  of  Exchequer  in  the  case  of  Ooodmn  v.  RoharU 
a7id  otliers.  Scrip  to  deliver  foreign  bonds  was  pledged  unlawfully 
with  the  defendants,  and  the  original  owner  brought  an  action 
against  them  to  recover  it,  alleging  that  Scrip — which  was  a  mere 
Right  to  demand  a  Right — was  not  subject  to  the  principle  of 
Currency.  But  the  Court  of  Exchequer  held  that  it  was.  And 
this  decision  was  confirmed  on  appeal  to  the  Exchequer  Chamber. 
In  this  case  the  latter  Court  had  before  them  the  paper  which  the 
Author  had  prepared  for  the  Royal  Commissioners;  and  in 
delivering  the  judgment  of  the  Court,  the  Lord  Chief  Justice  of 
England  did  the  Author  the  very  high  honour  of  saying — 

"  We  find  it  stated  in  a  Law  Tract  by  Mr.  Macleod,  entitled 
Specimen  of  a  Digest  of  the  Law  of  Bills  of  Exchange^  printed, 
we  believe,  as  a  Report  to  ^the  Government,  but  which  from  its 
research  and  ability  deserves  to  be  produced  in  a  form  calculated 
to  insure  a  wider  cii-culatiou,"  &c. 

2  D  2 
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After  Rcidng  the  cum  in  whidi  the  Coorti  kad  kdd  Oil 
PrcMniflBorj  Xoces  [Ml jmble  to  bearer  were  perfecdj  legil  and  Tifii 
docoDientB,  and  that  the  bearer  had  a  right  of  action  on  dxin,  tte 
Lord  CThief  Jostioe  said— '"Thus  fiir  the  pfncooe  of  wteahaa^ 
tndeniy  and  otherBy  of  treating  Pkonuanry  NoteB»vliedier  pacfdUe 
to  order  or  bearer,  on  the  same  footing  as  Bilb  of  Eidmnge,  had 
reoeiTod  the  amctjen  of  the  Coort,  but  Uolt  hanng  hfmartr  Cliief 
Joitice,  a  somewhat  nnseemiy  conflict  arose  between  faim  and  the 
meirhants  as  to  the  negotiabilitj  of  Fwaumarj  Notei^  whether 
payable  to  order  or  to  bear^,  the  Chief  Janice  takii^  mha^  ami 
now  be  admitted  to  hare  been  a  nanow-minded  Tiew  of  the 
matter,  setting  his  &oe  strongly  against  the  negotiability  of  I 
instrmnents,  contrary,  as  we  are  toU  by  anthority,  to  the 
of  Westminster  Hall,  and  in  a  series  of  socoesnve  < 
in  holding  them  not  to  be  n^;otiable  by  indinrsement  or  delivery. 
The  inoonrenience  of  trade  arising  therefrom,  kd  to  the  fMyaing  of 
the  Statate  of  3  &  4  Anne,  c  9,  whereby  Promissory  No4ea  were 
made  c^Mible  of  being  assigned  by  indmaement  ot  made  payaUe 
to  bearer,  and  snch  aasigmnent  was  thus  rendered  ralid  beyond 
dispute  or  difficnltj. 

**  It  is  ob\ioas  from  the  preamble  of  the  Statute  which  merely 
recites  that  "  it  had  b&en  held  that  Buch  notes  were  not  within  the 
custom  of  merchants,'*  that  these  decisions  were  not  acceptable  to 
the  profession  or  the  country.  Nor  can  there  be  much  doubt 
that  by  the  usage  prevalent  amongst  merchants,  these  notes  had 
been  treated  as  securities,  negotiable  by  the  customary  method  of 
assignment,  as  much  as  Bills  of  Exchange,  properly  so  called.  The 
Statute  of  Anne,  may,  indeed,  practically  speaking,  be  looked  upon 
as  a  declaratory  statute,  confirming  the  decisions  prior  to  the  time 
of  Lord  Holt." 

Thus  it  is  seen  that  the  Exchequer  Cliamber  in  1875,  exactly 
confirmed  the  doctrine  of  Law  which  we  set  forth  in  1868,  which 
had  already  received  the  approval  of  the  Digest  Commissioners, 
and  which  was  a  complete  reversal  of  the  prevalent  opinion  both 
on  the  Bench  and  at  the  Bar,  as  to  the  transferability  of  choses-m- 
action,  and  this  miserable  superstition  was  at  length  exterminated 
from  English  Law,  just  on  the  eve  of  its  being  abolished  by  the 
Supreme  Court  of  Judicature  Act,  which  enacts  that  the  doctrines 
of  Equity  shall  prevail  wherever  they  conflict  with  those  of 
Common  Law. 
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26.  Thus  we  see  it  finally  established  that  both  by  Common 
Law  and  Statute,  every  person,  and  every  partnership,  and  every 
corporation,  is  fully  entitled  to  issue  Promissory  Notes  payable  to 
bearer,  just  in  the  same  way  as  they  may  issue  bills  of  exchange. 
In  short,  they  are  legally  entitled  to  trade  and  make  a  profit  by 
their  Credit  in  any  form  they  please  :  and  nothing  but  a  Statute 
can  take  away  this  right.  We  have  now  to  consider  the  different 
statutory  modifications  and  restrictions  on  this  Common  Law  and 
and  Statutory  right. 

At  the  time  of  the  foundation  of  the  Bank  of  England  there 
was  a  large  number  of  banking  partnerships  in  London,  doing 
business  in  the  method  we  have  described  in  a  previous  chapter, 
buying  money  and  debts  by  creating  other  debts  in  the  form  of 
deposits,  which  Credits  their  customers  might  utilise  either  by 
having  the  banker's  own  Notes  or  by  writing  a  Note  to  him  directing 
him  to  pay  money  to  any  one  or  to  bearer,  called,  in  modem 
language,  Cheques.  Now,  these  partnerships  might  at  Common 
Law  consist  of  ai5y  number  of  partners;  and  it  was  quite  legal  at 
Common  Law  to  form  a  Joint  Stock  Bank  with  transferable 
shares,  though  as  a  matter  of  fact  no  one  thought  of  such  a  thing, 
and  none  were  formed. 

In  1694  the  Bank  of  England  was  founded  by  Act  of  Par- 
liament, with  the  privilege  of  limited  liability,  but  it  received  no 
monopoly  in  its  favour.  So  far  from  that,  in  1696,  Parliament 
passed  an  Act  to  found  another  Ba^ik,  called  the  Land  Bank,  as 
we  have  fully  detailed  in  a  previous  chapter.*  The  unsuccessful 
attempt  to  form  this  Bank  greatly  added  to  the  embarrassment  of 
the  finances,  and  in  1697  when  the  capital  of  the  Bank  was  in- 
creased, a  clause  was  inserted  in  the  Act  "  that  during  the  con- 
tinuance of  the  Corporation  of  the  Governor  and  Company  of  the 
Bank  of  England,  no  other  Bank,  or  any  other  Corporation, 
society,  fellowship,  company  or  constitution  in  the  nature  of  a 
bank,  shall  be  erected  or  established,  permitted,  suffered,  counte- 
nanced, or  allowed  hy  Act  of  Parliament  within  this  kingdom, 
L  «.,  England." 

Now  the  meaning  of  this  clause  is  perfectly  clear.  It  never 
forbade  banking  partnerships  or  companies  at  Common  Law,  how- 
ever large  they  might  be  ;  it  only  enacted  that  no  Bank  should 
be  erected  by  Act  of  Parliament;  it  never  for  a  moment  oon- 
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tfsmgiaJtei,  m  iome  kamed  Coansal  have  Gotskuded;  that  11^ 
yxeveated  baoking  partneif^hipa  at  Common  Lasr  being  create4^ 
^ecaaae  a  laige  nimibar  ct  such  existed  at  the  time  it  was  passed^ 
wbioh  it  DeTer  pretended  to  pat  down,  and  in  1704,  as  we  hay^ 
mtm,  aa  Act  waa  paaaed  to  remove  all  doubts  as  to  the  power  of < 
.  fuajpeam,  partnenriiip,  or  corpora tion,  to  issue  Prumigaory  Notes^ 
pajaUe to bearar.  ..,  ^ 

'  27.  NotwithBtanding  ihia  Acfc^  however,  cxpre^ssly  pennittingj 
Poqxaa&nia  to  iasae  Notoi  payi^Ie  to  beaier^  when  a  Cor^^oration  ] 
did  exerciae  tiiis  poww,  the  Act  of  1709  waa  p^issed,  for  the  Ei^t , 
tiboe  limitiiig  and  restrictiiig  the  right  ot  *^  h^noumff^  otiing,  or: 
tafBing  tfp  anjf  9um  or  sum  qfnum^y  m  fhmr  hUh  &r  mt^s  payahU\ 
at  imumd,  or  ai  any  less  time  than  six  months  from  (he  h&rr&wit^^ 
ttai^'' to  partnerships  of  not  inore  than  aix  peisoii^ 

\  Now,  as  this  and  thp  sabseqnent  monopcdy  clansea  aie  penal 
sfA^,  they,  of  oonrsey  most  be  oonstroed  in  the  striotest  a^iae. 
And  here  we  see  that  the  monopoly  or  restrictian  waa  confiBed 
solely  to  issning  Notes ;  and  stiU  there  was  nothing  to  prevent 
corporations  or  partnerships  of  any  magnitade  ftom  buying  money 
and  Debts  as  before  by  means  of  their  Credit ;  so  long  as  tliey  did 
not  issue  Promissory  Notes  at  a  less  date  than  six  months.  They 
were  perfectly  at  liberty  to  create  these  Credits  and  allow  their 
customers  to  transfer  them  by  means  of  Cheques^  as  the  present 
Joint  Stock  Banks  in  London  do. 

Again,  in  1742,  when  the  monopoly  was  more  strictly  defined,  it 
was  still  restricted  to  issuing  Notes;  and  the  monopoly  of  the 
Bank  was  expressly  defined  to  consist  in  this  power  of  issuing 
Notes,  and  it  was  always  repeated  in  the  same  words  in  subsequent 
Acts.  Consequently,  every  other  species  of  banking  was  left 
absolutely  free.  But,  in  fact,  at  that  time  the  essence  of  banking 
was  considered  to  consist  so  exclusively  in  issuing  Notes,  that 
to  prohibit  that  was  considered  as  an  effectual  bar  against  banking. 
Nobody  at  that  time  ever  thought  that  a  bank  could  be  formed 
without  the  power  of  issuing  notes.  Consequently  this  clause  did 
for  a  long  time  effectually  prevent  the  formation  of  any  Joint 
Qtock  Bank  in  England.  But  about  the  end  of  the  last  century 
London  bankers  of  their  own  accord  discontinued  issuing  Notes, 
i^nd  without  any  legal  compulsion  they  restricted  their  customers 
to  the  use  of  Cheques.    Hence  the  discovery  was  made  that 
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banking  oonld  be  carried  on  in  a  large  city  like  London  without 
the  power  of  issuing  Notes. 

About  the  year  1822,  as  we  have  seen  in  a  previous  section, 
this  flaw  in  the  monopoly  of  the  Bank  was  detected  by  Mr.  Joplin, 
but  no  result  followed  at  that  time.  In  1826  the  first  breach  was 
effected  in  the  monopoly  of  the  Bank,  and  Joint  Stock  Banks  of 
Issue  were  allowed  to  be  formed  at  a  distance  of  not  less  than  65 
miles  from  London,  provided  that  they  had  no  house  of  business 
or  establishment  as  bankers  in  London,  or  at  any  place  within  65 
miles  of  it. 

At  the  time  of  the.  renewal  of  the  Bank  Charter  in  1888,  the 
idea  of  Mr.  Joplin  had  taken  root,  and  a  joint  stock  bank  was 
being  formed  to  carry  on  banking  business  in  the  manner  then 
usual  among  London  bankers, ».  c,  without  issuing  Notes.  And 
some  eminent  Counsel  gave  it  as  their  opinion  that  such  banks 
were  illegal.  The  Bank  of  England  endeavoured  to  get  the 
Government  to  prohibit  them.  But  Sir  John  Campbell,  the 
Solicitor-General,  declared  that  Joint  Stock  Banks  of  Deposit  and 
Discount  were  perfectly  legal  at  Common  Law,  and  no  infringe- 
ment of  the  privileges  of  the  Bank,  and  he  brought  up  a  clause  by 
way  of  rider  declaring  the  right  of  any  company  or  partnership  to 
form  such  a  bank ;  and  several  joint  stock  banks  were  formed. 

Now  this  clause  did  not  confer  any  new  rights;  it  merely 
declared  the  Common  Law  right  which  had  always  existed,  and 
had  never  been  taken  away. 

We  now,  then,  distinctly  see  what  the  monopoly  or  privilege  of 
the  Bank  of  England  does  consist  in;  it  is  nothing  but  this,  that 
while  the  Corporation  exists,  no  banking  partnership  of  more  than 
six  persons  shall  issue  notes  or  bills  payable  at  less  than  six  months 
date  in  En^gland,  All  other  kinds  of  banks  and  banking  are  left 
absolutely  free.  Now,  with  reference  to  the  circumstances  which 
gave  rise  to  this  discussion,  the  opening  of  branches  by  the  Scotch 
banks  in  London  and  other  parts  of  England,  the  sole  question  is 
this — By  so  doing  do  they  issue  Notes  in  England?  The  plain 
answer  is,  they  do  not :  and,  therefore,  they  are  perfectly  legal. 
The  argument  brought  forward  by  Sir  Henry  Thring  that  it  is  not 
likely  that  a  Scotch  Bank  may  do  what  a  Somersetshire  Bank  may 
not,  is  nothing  to  the  purpose.  It  is  a  matter  of  pure  law ;  and 
as  a  matter  of  fact,  a  Scotch  Bank,  or  any  Foreign  bank,  the  Bank 
of  France,  or  the  Bank  of  Amsterdam,  or  a  Bank  in  Japan^  may 
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ON   THE    BUSINESS   OP    BANKING. 
Seotion   I.     On   the    Natttrb    op    Banbino  —  Eblatioit 

BETWEEN    A    BaNKEB   AND    HIB  CUSTOMER— On    BANKING 

Instruments  of  Credit — On  Banking  Investments. 

Section  II.     On  the  Clearing  System. 

Section  III.   On    Bills    op    Exchange    and    Promissory 
Notes. 

In  the  preceding  chapters  we  have  endeavonred  to  investigate 
fhlly  the  ftindamental  oonceptions  of  Eoonomics  which  are  neces- 
sary to  understand  the  nature  of  Credit,  or  Debts,  the  commo- 
dity in  which  bankers  deal,  and  we  have  explained  the  general 
effects  of  banking  in  respect  to  Commerce  and  the  Foreign 
Exchanges.  We  have  also  set  forth  the  history  of  banking  in 
this  country,  and  the  various  monetary  crises  which  have 
occurred  during  nearly  a  century. 

We  then  examined  certain  theories  of  Currency  whieh  have 
acquired  considerable  importance,  and  explained  the  somewhat 
anomalous  organisation  of  the  Bank  of  England,  and  the  theories 
upon  which  it  has  been  constructed  and  managed.  We  are  now 
come  to  the  more  particular  question  of  the  practical  details  of 
banking  business. 

The  difficulty  in  compressing  the  subject  within  a  moderate 
compass  consists  in  this,  that  Credit,  the  commodity  with  which 
bankers  are  concerned,  constitutes  one  of  the  most  extensive 
and  abstruse  branches  of  Law  and  Bankruptcy. 

To  enumerate  all  the  decisions  which  have  been  given,  would 
fill  a  treatise  considerably  larger  than  the  whole  of  this  work. 
That  it  would  be  manifestly  impossible  to  do,  besides  the  fact 
of  there  being  several  excellent  legal  treatises  on  every  branch 
of  it. 

The  line  that  we  have  endeavoured  to  draw  is  this — ^There 
are  certain  legal  doctrines  and  cases  which  are  absolutely  indis- 
pensable for  a  banker  to  be  familiar  with  in  his  daily  business^ 
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any  one  of  which  may  occur  in  practice  at  any  instanL  There 
are  other  doctriuea  and  cases  which  are  only  neoeseaiy  to  be 
kEown,  when  the  banker  ia  nnhappily  drawn  into  legal  proceed- 
ings. In  these  cases  he  will  be  in  the  hands  of,  and  be  guided 
by,  his  solicitor  and  counsel. 

We  have  endeavonred  to  give  a  aelection  of  those  doctrinea 
and  caaea  only,  which  B,ve  comprised  under  the  former  of  these 
dinaions — those  which  are  necessary  to  the  daily  bnsine^  of 
banking,  and  to  omit  those  in  which  a  banker  may  find  it 
necessary  to  have  re(x»iirie  to  his  solicitor* 

In  endearouring,  however,  to  draw  this  line,  we  are  snre  that 
eveiy  one  conversant  with  the  subject  must  be  aware  of  the 
difficulty  of  seleetitig  out  of  the  great  mass  of  ciises  and  decisions, 
those  only  which  are  fandameufcal,  and  passing  over  those  which 
are  only  of  secondary  importance. 

In  the  first  Section,  accordingly,  we  have  endeavoured  to 
explain  clearly  the  different  relations  which  a  banker  may  hold 
to  his  customers,  and  his  legal  rights,  duties,  and  liabilities  on 
each  of  them,  and  also  the  legal  points  affecting  the  Instromenta 
of  Credit  in  which  the  Debts  be  creates  are  eml)odied.  We  then 
examine  the  different  investments  which  bankers  nsoally  mi^e. 

In  the  second  Section  we  have  explained  the  general  system  of 
exchange,  or  clearing,  by  which  the  various  banks  in  the  country 
tend  more  and  more  to  constitute  one  vast  banking  inatitntion ; 
and  shewn  what  a  marvellous  economy  of  coin  and  Bank  notes 
is  effected  by  this  means,  and  also  shewn  how  it  proves  several 
of  the  prevalent  doctrines  regarding  Currency  to  be  erroneous. 

In  the  third  Section  we  have  given  what  appear  to  us  to  be  the 
necessary  fundamental  doctrines  regarding  the  Instruments  of 
Credit,  in  which  are  embodied  the  debts  which  bankers  purchase 
from  their  customers,  namely  Bills  of  Exchange  and  Promissory 
Notes. 
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Section  I. 

On  the  Natube  of  Banking,  and  the  Relations  Between  a 
Banker  and  his  Customer — On  Banking  Instruments 
OF  Credit — On  Banking  Investments. 

1.  We  have  fonnd,  in  a  former  chapter,  that  from  the  time 
when  the  word  "  banker  "  was  first  used,  it  meant  a  person  who 
purchased  specie  by  means  of  his  Credit,  or  promise  to  pay  an 
equal  sum  on  demand,  or  at  some  future  time.  In  the  business 
of  the  exchanges,  those  are  called  "  banking  operations,"  which 
consist  in  the  buying  and  selling  of  bills.  A  ^'  Banker,"  also 
buys  other  Debts,  such  as  Bills  of  Exchange,  by  creating  fresh 
Debts.  Hence  the  business  of  a  merchant  is  to  buy  and  sell 
commodities  with  specie  and  Debts ;  the  essential  business  of  a 
"  banker  "  is  to  purchase  specie  and  Debts  by  creating  other  Debts. 
A  "banker"  is,  therefore,  essentially  a  Debt  merchant,  though  he 
sometimes  adds  other  species  of  monetary  business  to  this. 

2.  In  modem  practice,  a  Banker  may  stand  in  four  relations 
to  his  customer — Ist.  As  the  Purchaser  from  him  of  specie, 
or  specie  and  debts;  2ndly.  As  his  Agent,  or  Trustee,  or 
Bailee,  of  his  specie  and  valuable  securities,  t.  «.,  securities  for 
money,  and  convertible  securities;  these  are  termed  Banking 
securities;  Srdly.  As  the  Pawnee  of  the  same;  4thly.  As  his 
Warehouseman  for  plate,  specie,  jewels,  deeds,  &c.,  not  being 
banking  securities. 

The  duties,  rights,  and  liabilities  between  a  banker  and  his 
customer  are  separate  and  distinct  in  all  these  relations,  and  we 
must  now  endeavour  to  explain  them. 

On  the  relation  of  a  Banker  to  his  Customer,  as  the  Purchaser 
from  him  of  Specie,  or  Specie  and  Debts. 

8.  The  first  of  these  cases,  is  the  ordinary  one  where  a  cus- 
tomer opens  an  account  with  a  banker,  by  means  of  paying  in 
money  to  his  account.     In  this  case,  the  customer  cedes  the 
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exchange  the  Right,  or  Pro|)erty,  to  demand  an  equal  sum  from  \ 
the  banker  when  he  may  require  it.     The  transaction  is,  there- 
fore, a  sale,  or  an  exchange  of  Money,  for  a  Debt*     The  banker* 
iaid  his  cOBtomer  stand  in  the  common  law  relation  of  debtor  j 
imd  creditor.    It  h  also  part  of  this  relation  that  the  cnstomer^^ 
or  creditor  may  transfer  this  Rights  or  ProiKjrty,  called  Debt>  to  * 
any  one  else  he  pleases,  and  this  Debt  may  circulate  exactly  in 
the  same  manner  aa  Money  Itself, 

The  Banker,  therefore,  has  bought  this  money;  he  has  aoqnired  ^ 
an  entire  property  in  it,  and  he  may  do  what  he  pleases  with  it.  ' 
He  may  apply  it  exclusively  to  his  own  private  benefit,  or  purposes^  i 
in  any  way  be  plcasest  aud  his  customer  has  no  legal  ground  of  < 
complaint  against  him.      He  has  voluntarily  parted  with   hm 
money,  and  received  in  exchange  for  it  the  right  to  demand  an  " 
equivalent  sum  again  from  bis  banker,  and  if,  when  be  does  do 
so,  his  banker  is  unfortimately  onabie  to  do  so,  he  is  only  entitled 
to  receive  a  proportion  of  the  banker's  property  rabeably  with 
other  creditors. 

Therefore  Uie  oommon  phrase^  when  a  mtn  says  he  has  so 
much  of  ''his  money"  at  his  banker's,  is  not  qnite  correct.  He 
has  no  money  at  his  banker's ;  what  he  has  is  a  right  residing  in 
his  person  to  demand  money,  which  is  recorded  in  his  banker's 
books. 

If  a  customer  makes  his  will  bequeathing  ^'all  his  ready 
money,"  ^*  all  his  debts,"  *'  all  his  moneys,"  the  sum  standing  at 
his  credit  in  his  banker's  books  has  been  held  by  numerous 
decisions  in  equity  to  pass  nnder  these  designations. 

The  relation  between  banker  and  customer  being  simply  that 
of  Debtor  and  Creditor,  if  a  customer  were  to  leave  a  balance  in 
his  banker's  hands  for  more  than  six  years  without  operating  on 
his  account,  it  would  appear  that  the  Statute  of  Limitations  would 
take  efiFect,  and  he  might  if  he  chose,  refuse  to  pay  it. 

The  case  we  have  been  considering  is  the  simplest  between  » 
banker  and  his  customer,  and  in  such  a  one  the  latter  is  said  to 
have  a  Drawing  or  Current  Account  with  his  banker. 

4.  Trading  customers,  however,  usually  keep  a  different  kind 
of  an  account  with  their  banker.  They  sell  their  goods,  and 
take  a  bill  at  9  months  fxx  them.    As  this  bill  is  inconvenient 
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for  trading  pnrposes,  they  take  it  to  their  banker,  and  offer  it  to 
him  for  sale.  If  he  thinks  it  a  good  debt^  which  will  be  paid  at 
tnatorityy  he  buys  it  ^m  his  customer.  He  writes  down  the 
fhll  sum  of  the  bill  to  the  credit  of  his  cnstomer,  and  at  the  same 
time  charges  him  with  the  sum  he  agrees  to  receiye  as  profit. 
When  the  profit  is  retained  at  the  time  of  the  adyance,  it  is 
called  Discouirr.  The  discount  is,  therefore,  the  difference  he* 
tween  the  price  of  the  bill  and  its  amount  When  a  banker  buys 
a  bill  in  this  manner  he  is  said  to  discount  it. 

When  a  banker  discounts  a  bill  for  his  customer  it  is  a  com- 
plete  sale  of  the  debt.  The  banker  first  makes  his  customer 
indorse  it,  that  is,  write  his  name  on  the  back  of  it.  The  effect  of 
this  is  this,  that  if  the  principal  debtor,  or  acceptor,  does  not  pay 
the  bill  at  maturity,  the  banker  has  the  right  to  charge  hia 
customer  with  the  amount  of  the  bill>  provided  he  gives  him 
immediate  notice  of  the  fact  of  dishonour. 

When  a  banker  discounts  a  bill,  the  entire  property  in  it 
passes  to  him,  just  as  we  have  seen  above,  the  entire  property 
in  the  money  paid  in  by  his  customers  vests  in  him.  He  has 
the  whole  property  and  interest  in  it,  as  much  as  in  any  chattels 
he  possesses.  He  may  sell  it  again  if  he  pleases,  or  rediscount 
it,  as  it  is  termed,  and  if  he  became  bankrupt,  the  entire  property 
in  it  would  pass  to  his  assignees. 

It  is  of  importance  to  observe  this.  In  the  loose  language  in 
which  Economic  subjects  are  usually  treated,  it  is  commonly 
said  that  when  a  banker  discounts  a  bill  for  a  customer,  he 
makes  him  a  loan  on  the  security  of  the  bill.  This,  however,  ia 
a  complete  misconception  of  the  nature  of  the  transaction ;  and 
it  can  easily  be  shewn  to  be  so.  If  the  banker  merely  made  a 
loan  to  his  customer  on  the  security  of  the  bill,  it  would  be  the 
customer's  duty  to  repay  the  money  at  the  time  fixed,  just  as  in 
all  other  loans  it  is  the  duty  of  the  person  receiving  the  money 
to  repay  it.  But  when  a  banker  discounts  a  bill  it  is  wholly 
different.  He  does  not  seek  repayment  of  the  money  from  hi» 
own  customer,  but  he  demands  payment  of  the  debt  from  the 
acceptor  of  the  bill,  and  if  it  is  duly  paid,  his  customer  never 
hears  of  or  sees  the  bill  again.  It  is  only  in  the  event  of  its 
non-payment  by  the  acceptor  that  he  comes  back  upon  his 
customer.  If  he  made  a  loan  to  his  customer  on  the  security  of 
the  bill,  he  would  not  only  seek  repayment  from  his  custoodor^ 


fmf^tft  fSi  flio  liiB  ImmK  igmi'idiiBii  hs  WMf 
benbvofdoMio.  In  snoii  a  case  ibe  proper^  in  ijie  Iffl  noiM 
lotaifai  nitii  Ate  odatamar,  «id  paai  to  hk  wmgooai  in  tiie  wio 
tf  Uhi  tbaidarapfa^  I  iri^^  it  does  not  do  bo^  it  isgivm  lii'lte 
iMOiker,  imd  (^  iBuMgBees  of  lli^ 

II16  tMiftietioii  ii^  iti  tet^,  an  eiAaiige  of  Debte.  ^  The 
iM&KsrlNqfBipribl^pi^faUb  at  a  fhtxn»  tiniey  Iqr  creaiinK  ftlMil 
in  loi  ooatouier^  &vtai^  payable  on  demand. 

It  may  aeem  to  aome  to  be  mere  logomadiy  to  dietingoirit 
M#ete  a  diaooont  aa  a  aale  and  »  a  ktm  on  ttie  aecorilgr  of  a 
bOli  it  ia^  h0we?6r,  nottiing  of  the  kind;  tlie  tito  tranaiettona 
iiee  eam^ially  dbtinot^  and  involYe  distinct  logal  conaeqpepcaa 
to  an  partlea,  of  tbe  inoat  important  nafane^  dyii  aa  neD  aa 
orindnaL 

*'  In  theae  caaes,  therefbie^  whioh  aie  die  rimplest^  tlie  badosr 
does  not  stand  in  any  fidnciaiy  lekHon  to  his  costoQiflr.  Tbflgr 
aie'  independoit  ezcliangen^  or  bnyera  and  aeUoa^  ot  apMe 
and  debts. 

On  the  relation  of  a  Banker  to  his  Customer,  as  his  Agent,  or  ' 
Trustee,  or  Bailee  0/  Specie,  and  Banking  Securities. 

5.  Besides,  however,  the  simplest  and  most  ordinary  relation 
between  bankers  and  their .  cnstomers,  as  exchangers  of  Money 
and  Debts,  bankers  do  undertake  trusts,  and  enter  into  fiduciary 
relations  with  their  customers.  They  receive  sums  of  money, 
which  are  specifically  directed  by  their  cnstomers  to  be  appro- 
priated to  some  special  purpose,  as  well  as  securities,  and  other 
valuable  property,  such  as  Stock,  Shares,  &c.,  to  receive  the 
dividends,  &c.,  on  behalf  of  their  customers ;  they  receive  Bills 
of  Exchange  on  behalf  of  their  customers,  and  collect  them  for 
their  customers,  in  exactly  the  same  manner  as  they  do  for 
themselves,  and  are  answerable  to  them  for  any  loss  incurred 
through  any  negligence  in  not  complying  with  the  known  usages 
of  commerce.  Bills  of  exchange,  stock,  shares.  Exchequer  bills, 
&c.,  are  called  Banking  Securities. 

In  such  cases  as  this,  the  property  in  these  valuable  securities 
does  not  pass  to  the  banker;  he  is  the  mere  Agent,  Trustee,  or 
Bailee  of  his  customer,  and  he  has  to  obey  his  specific  instructions 
in  each  case,  and  if  he  appropriated  them  to  his  own  use,  it  would 
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be  criminal.  Moreover,  in  the  event  of  his  bankmptcyy  the 
property  in  snch  things  would,  manifestly,  not  pass  to  his  assignees. 
The  temptation  to  a  banker  to  nse,  for  his  own  benefit,  the 
valuable  securities  entrusted  to  his  care,  is  so  great  in  times  of 
commercial  pressure,  that  it  has  been  enacted,  by  the  Larceny 
Act,  24  &  25  Vict.  (1861), c.  96, s.  75— "As  to  Frauds  by  Agents, 
Bankers,  or  Factors. — 75.  **  Whosoever  having  been  entrusted 
either  solely  or  jointly  with  any  other  person,  as  a  Banker, 
Merchant,  Broker,  Attorney,  or  other  Agent,  with  any  Money,  or 
Security  for  the  payment  of  Money,  with  any  direction  in  writing 
to  apply,  pay,  or  deliver,  such  Money  or  Security,  or  any  Part 
thereof  respectively,  or  the  Proceeds,  or  any  part  of  the  proceeds  of 
such  Security,  for  any  purpose,  or  to  any  person  specified  in  such 
direction,  shall  in  violation  of  good  fidth,  and  contrary  to  the 
terms  of  such  direction  in  any  wise  convert  to  his  own  use  or 
benefit,  or  the  use  or  benefit  of  any  person  other  than  the  person 
by  whom  he  shall  have  been  so  entrusted,  such  Money,  Security, 
or  Proceeds,  or  any  part  thereof  respectively :  and  whosoever 
having  been  entrusted  either  solely  or  jointly  with  any  other 
person  as  a  Banker,  Merchant,  Broker,  Attorney,  or  other  Agents 
with  any  Chattel  or  Valuable  Security  or  any  Power  of  Attorney 
for  the  sale  or  transfer  of  any  share  or  interest  in  any  Public 
Stock  or  Fund  whether  of  the  United  Kingdom,  or  any  Part 
thereof,  or  of  any  Foreign  State,  or  in  any  Stock  or  Fund  of  any 
Body  Corporate,  Company,  or  Society,  for  safe  custody,  or  for  any 
special  purpose  without  any  authority  to  sell,  negotiate,  transfer, 
or  pledge,  shall  in  violation  of  good  faith,  and  contrary  to  the 
object  or  purpose  for  which  such  Chattel,  Security,  or  Power  of 
Attorney,  shall  have  been  entrusted  to  him,  sell,  negotiate,  transfer, 
pledge,  or  in  any  manner  convert  to  his  own  use  or  benefit,  or  the 
use  or  benefit  of  any  person  other  than  the  person  by  whom  he 
shall  have  been  so  entrusted,  such  Chattel  or  Security,  or  the 
Proceeds  of  the  same,  or  any  part  thereof,  or  the  share  or  interest 
in  the  Stock  or  Fund  to  which  such  Power  of  Attorney  shall  relate; 
or  any  part  thereof,  shall  be  guilty  of  a  misdemeanour,  and  being 
convicted  thereof  shall  be  Uable  at  the  discretion  of  the  Court  to 
be  kept  in  penal  servitude  for  any  term  not  exceeding  seven  years, 
and  not  less  than  three  years,  or  to  be  imprisoned  for  any  term 
not  exceeding  two  years,  with  or  without  hard  labour,  and  with  or 
without  solitary  confinement." 
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On  the  Relation  of  the  Banker  to  bis  Customer  as  PAWm0 
of  Banking  Securities. 

6.  In  the  first  of  the  relations  between  the  banker  and  his 
cnstomer  above  described,  the  banker  was  the  absolute  pnrchaset 
of  the  Money  and  Securities  of  his  customer,  so  that  he  might  do 
what  he  pleased  with  them;  in  the  second  he  was  merely  his 
customer's  agent,  and  it  is  highly  penal  for  him  to  appropriate 
to  his  own  use  any  of  his  customer's  securities.  A  relation 
intermediate  between  these  two  frequently  exists,  in  whidi 
securities  are  deposited  by  a  customer  with  his  banker ;  the 
absolute  property  in  them  remains  with  the  customer :  but  he 
obtains  a  loan  or  advance  of  money  from  his  banker  on  their 
security,  which,  when  he  pays  off,  the  full  property  and  possession 
of  his  securities  reverts  to  himself.  The  banker  thus  becomes 
the  PawnjSe  of  his  customer's  securities,  and  while  be  is  so,  he 
acquires  certain  Bights  over  them,  though  not  exactly  a  Property 
in  them,  and  it  is  out  of  such  cases  as  these  that  the  most 
difficult  and  abstruse  questions  between  bankers  and  their  cus-< 
tomers  arise. 

It  has  always  been  the  custom  that  if  a  banker  makes  an  ad-* 
Vance,  or  a  loan,  to  a  customer,  on  the  security  of  bills,  &c., 
deposited  with  him,  he  has  the  right  to  re-pledge,  or  sell  so  much 
of  these  securities  as  is  necessary  to  satisfy  his  own  claim.  And 
this  custom  is  expressly  sanctioned  in  the  last  recited  clause, 
which  says  that  nothing  in  the  clause  shall  restrain  any  banker 
*'from  selling,  transferring,  or  otherwise  disposing  of,  any 
Securities  or  EflPects  in  his  possession,  upon  which  he  shall  have 
any  Lien,  Claim,  or  Demand,  entitling  him  by  law  so  to  do,  unless 
Buch  Sale,  Transfer,  or  other  Disposal,  shall  extend  to  a  greater 
number  or  part  of  such  Securities  or  Effects  than  shall  be  requisite 
for  satisfying  such  Lien,  Claim,  or  Demand." 

This  principle  has  always  been  held  to  apply  when  a  banker 
makes  a  loan  on  the  pledge  of  these  securities.  It  is  also  held  to 
apply  where  a  customer  having  an  ordinary  account  with  his 
banker,  has  overdrawn  it  and  become  indebted  to  him:  the 
banker  has  the  right  to  retain  all  banking  securities  deposited 
with  him  by  his  customers. 
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7.  Qnestionfi  of  great  nioety  frequently  occur  between  bankers 
and  their  customers,  and  in  the  event  of  the  bankruptcy  of  either 
or  both  of  them,  their  assignees,  respecting  the  property  in  bills 
placed  by  customers  in  the  hands  of  their  bankers  for  various 
purposes. 

It  is  a  very  common  practice  for  customers  to  place  in  the  hands 
of  their  bankers  the  bills  they  receive  for  the  purpose  of  collection. 

This  is  very  convenient  for  the  customer.  By  placing  these 
bills  in  the  hands  of  his  banker  he  frees  himself  from  all  anxiety 
and  trouble  regarding  their  safe  custody  or  presentation  for 
payment.  The  banker  is  bound,  as  his  customer's  agent,  to 
present  them  for  payment,  and  carry  the  amount  to  his  customer's 
credit  as  soon  as  they  are  paid.  And  if  he  fails  to  do  so,  and  any 
loss  occurs  through  his  neglect  of  the  usages  of  trade,  he  is  liable 
to  his  customer. 

For  the  sake  of  convenience,  it  is  usual  to  note  down  the 
amount  of  such  bills  on  the  proper  day,  in  the  customer's  account, 
in  a  column  "short  of"  or  before  the  column  for  cash.  Hence, 
these  bills  are  said  to  be  "  entered  short,"  and  the  banker  is  said 
to  hold  such  bills  "  short." 

This  entry  is  a  mere  memorandum  to  remind  the  banker  that 
he  has  such  bills  to  collect  for  his  customer  on  a  certain  day. 
The  sum  is  in  no  way  placed  to  his  customer's  credit :  and  the 
bills  so  "  held  short "  are  the  exclusive  property  of  the  customer, 
which  he  is  entitled  to  demand  back  at  any  time  previous  to  his 
bankruptcy. 

But  in  the  case  of  the  customer's  bankruptcy,  the  banker  must 
not  deliver  up  his  short  bills  to  him,  as  all  his  property  has  vested 
in  his  creditors. 

As  "short  bills"  are  merely  intrusted  to  the  banker  for  the 
purpose  of  collection,  if  he  appropriated  them  to  his  own  use  by 
selling  or  pledging  them,  he  would  be  indictable  under  the 
Larceny  Act,  24  &  25  Vict.  (1861),  c.  96,  s.  76. 

The  course  of  dealing  between  bankers  and  their  customers  in 
such  cases  often  creates  perplexity. 

The  point  to  be  ascertained  is,  whether  at  the  time  of  the 
bankruptcy  the  relation  between  the  banker  and  his  customer  was 
that  of  Principal  and  Agent,  or  that  of  Debtor  and  Creditor. 
That  is,  whether  the  property  in  the  bills  can  be  ascertained  to 
have  passed  from  the  customer  to  his  banker. 
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In  icmie  eoijaAtj  banla  ifc  is  the  custom  to  enker  tbe  amount  of 
fuch  bills  in  the  eadi  cdiimii  and  to  permit  the  cofitomer  to  draw 
against  the  amount.  But  this  is  a  matter  of  camitj,  and  does  not 
tvansfer  the  pvoperij  in  the  bills  to  the  banker.  They  are  oeIj 
hdd  as  odDateral  seenril^  against  the  adTance,  and  are  tiot  dii- 
jommted.  the  castomor,  or  his  assigneesi  are  entitled  to  demand 
hack  the  bills  m  fpeck^  if  the  aocoont  shews  a  credit  balance 
without  them. 

GOef  ▼.  PffJbte,  9  Xask,  IS.      Em  -partt  BumaM,  1  Atk,  23S. 

'        a  Yak,  Mn^  582.    Bm  parte  OmneU^  kmb.,  129B.  Thiympton  t.  GiU$, 

9  B.  A  0.,  422.     Es  parU  Sargemm^  1  Koee,  153.     J&mh^n  t. 

WooUeU,2Uj.AQi.^999.    Em  parU  Softd,  I  M.  D.  dt  De  G,,  W. 

Em  parU  Armimead,  2  GL  A  J.,  871.    Ei^  parte  Eowton,  1?  Vm^ 

426.    Em  parte  AnitJh,  Bod^  86S.    Eai parte  Fjere,  Moot.  &  Ma«,, 

268.    Em  parte  fSoUen,  18  Yw.,  229.    Ex  }uirte  Ptant,  19  Yes,,  U. 

Em  parte  Tw^jfood,  19  Yee.,  227.    Em  parte  Editanh,  2  M.  D.  <&  De 

G.,  626.    JBinek  ▼.  !FallE0r,  2  W.  Bla.,  115i.    Farke  t,  Elia^Qn,  I 

XMk,  544. 

Bat  if  tiie  oonrae  of  dealing  shews  that  the  customer  intended 

the  banker  to  oonsider  and  deal  with  the  bills  as  his  q^tx  property, 

they  will  not  be  recoverable.         ^ 

Ex  parte  OwneU,  Amb.,  296.  Beta  t.  PuUer,  5  T.  B.,  494.  ToeU 
V.  HolHngworth,  6  T.  B.,  219.  BoUon  t.  PuUer,  1  B.  A  P.,  544. 
The  bills  cannot  be  held  to  have  become  the  property  of  the 
banker  unless  the  customer  has  an  immediate  right  of  action 
against  him  for  the  full  amount,  less  the  discount:  and  the 
banker  has  acquired  a  right  of  action  against  all  the  parties  to 
the  bill. 


On  (looDS  taken  as  Security. 

If  a  banker  takes  Ooods  as  a  security  for  a  loan,  he  ought  to 
satisfy  himself  that  his  customer  is  entitled  to  them :  becaose,  by 
Ck>nmion  Law,  the  real  owner  will  be  able  to  recover  them,  or 
their  value,  from  him,  if  unlawfully  pledged. 

The  principle  of  Common  Law  regarding  the  transfer  of  the 
Property  in  goods  by  a  sale  in  market  overt,  does  not  app^ 
to  pawns. 

Marsden  v.  Paiuhall,  1  Vera.,  407.  Patenon  v.  Taeh^  Strftiige, 
1178.  Hartop  v.  HoarCy  3  Atk.,  44.  Hoare  v.  Parker,  2  T.  B.,  376. 
Daubigny  v.  Duval,  5  T.  B.,  604.  Maecombie  v.  Davie,  7  Eaat,  6. 
Graham  v.  Dyster,  6  M.  cfe  S.  1.  Boy  eon  v.  Colee,  6  M.  d  8.,  14. 
Queiroz  y.  Trueman,  hB,&  C,  348. 
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Goods  were  deposited  as  a  security  for  a  loan.  The  customer 
afterwards  obtained  further  advances  without  referring  to  the 
goods.  He  died  without  paying  ofT  his  debt  to  the  banker.  His 
executors  claimed  the  goods  on  payment  of  the  first  loan  only. 
Held  that  the  banker  was  entitled  to  have  all  the  debt  paid  off. 
But  if  there  had  been  bond  creditors  or  a  bankruptcy  the  banker 
could  only  have  held  the  goods  for  the  sum  first  advanced,  and 
must  have  proved  under  the  fiat  for  the  rest. 

Demainbray  y.  Metcalfe^  Preo.  Ghano.,  419.  Adanu  y.  ClaxtoUt  6 
Ves.,  229.     Vanderzee  v.  WillU,  3  Bro.,  C.  C.  21. 

Such  transactions  ought  to  be  completed  by  a  Bill  of  Sale  and 
registered  under  Act  17  &  18  Vict.  (1854),  c.  86. 

If  the  debtor  is  a  trader  the  banker  should  also  take  possession 
of  the  goods  or  premises,  as  registration  under  the  Bills  of  Sale 
Act  only,  does  not  defeat  the  operation  of  the  doctrine  of  "  reputed 
ownership  "  in  bankniptcy. 

Badger  v.  Shaw,  29  L.  J.,  N.  S.,  78.  Ex  parU  Ashby,  re  Daniel, 
26  L.  T.,  188. 

A  banker  cannot  take  a  Bill  of  Sale  on  the  whole  property  of  his 
debtor,  as  such  an  instrument  is  an  act  of  bankruptcy. 

Laeon  v,  Liffen,  32  L.  J.,  Chanc,  315.    Hassels  y.  Simpeon,  1 

Doug.,  89.     Giebert  v.  Spocmer,  1  M.  A  W.,  714.    Smith  v.  Cannan, 

2  E.  <fe  B.,  35,  45.    22  L.  J.,  Q.  B.,  290.     Woodhause  v.  Murray,  L. 

R.,  2  Q.   B.,   638.    Ex  parte  Foxley,  in  re  Nur$e,  L.  R.,  8  Ch. 

Ap.,  615. 

An  instrument  stating  that  goods  are  deposited  as  a  security  for 

a  loan,  even  though  containing  a  power  of  sale  in  default  of 

payment,  does  not  require  to  be  stamped  as  a  mortgage  deed. 

Harris  v.  Birch,  9  M.  A  W.,  591.  Attenborough  v.  Commiseioneri 
of  Inland  Revenue,  11  Exch.,  461.  See  also  Franklin  v.  Neate, 
13  M.  &  W.,  481, 

Policies  of  Life  Assurance  as  Security. 

A  banker  sometimes  takes  a  Policy  of  Life  Assurance  as 
security  for  a  Debt.  In  such  case,  he  should  give  notice  to  the 
office  of  the  assignment,  as,  in  the  event  of  his  customer's  bank-* 
ruptcy,  the  Policy  would  vest  in  his  Assignees. 

It  is  a  well-established  principle  that  Ohoses-in-Actiariy  or  Rights, 
or  a  Debt  due  to  a  trader  though  assigned  by  him,  is  in  his 
"order  and  disposition"  in  the  event  of  his  bankruptcy,  even 
though  the  instrument  recording  the  obligation  be  delivered  over, 
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litottdd,  ^  &  nd3B,  Aoifld  fae  gf Ten  to  the  offloer  repMenilAg:  thd 
Oompanyj,  who  may  eithetr  bb  the  chaittnati,  the  dbreckM,  or  tti» 
seisretaiyy  acoor^ng  to  the  deed  of  constittitidn. 
\  Where  a  compaiif  had  aathoriaed  their  agents  to  r^ 
of  aflrignmentBy  it  was  held  that  where  one  of  their  ag^ts  had 
aeted  as  Attorney  for  tbe  Asaignor  and  Assignee  of  a  Policy,  thai 
was  finffioient  noijce  to  the  Oompany. 

.  QaU^.  Lewis,  8  Q.  B.,  780. 

I^nt  if  the  Agent  is  not  Agent  for  tiiat  partii^lAr  pni^XM,  fall 
kiowledge  of  the  assignment  is  not  sufficient. 

is  pane  PiOeh,  7  tva.,  8SK).    12  ti.  J.,  N.  B.,  ftank.,  44. 

finch  notice  need  not  be  in  writings  yerbal  notice  is  soffident ; 
even  though  the  office  refuses  to  receive  verbal  notice. 

North  British  Insuranee  Co.  t.  Hallet,  7  Jnr.,  K.  8.,  1^68.    J^x 

pa/rte  Mcuterman^  2  Mont.  A  Ay.,  209.    Ex  parte  Littledale,  6  M. 

D.  A  De  G.,  74. 

If  the  Assignee  has  sent  notice  by  post  to  the  OMigor,  and  the 

Assignor  becomes  bankrupt  before  the  notice  reaches  the  Obligor 

in  course  of  post,  that  is  sufficient  to  take  the  case  out  of  the 

Statute. 

Belcher  y.  Bellamy,  2  Exch.,  803. 
Though  the  Assignee  is  a  partner  in  a  mutual  office,  that  is  not 
sufficient  notice  to  the  Company. 

Thompson  v.   SpeirSy  13   Sim.,  469.      Ex  parte   Wilkinson,   18 

Sim.,  476. 

In  the  case  of  an  equitable  mortgage  by  the  mere  deposit  of 

the  policy,  the  assignees  of  a  bankrupt  cannot  recover  the  policy 

itself  at  law :  but  they  may  claim  the  Debt  from  the  company,  and 

give  a  valid  discharge  for  it. 

Gibson  v.  Overbury,  7  M.  A  W.,  655. 

If  a  Policy  be  deposited  by  way  of  equitable  mortgage,  the  onus 
lies  upon  the  assignees  of  the  bankrupt  to  prove  that  the  notice  of 
assignment  was  not  given  to  the  office  before  the  bankruptoy. 

Ex  parte  Stevens,  4  Dec.  &  Ch.,  f  17. 

The  banker  must  also  have  possession  of  the  Policy.  A  tnemo- 
i^andum  of  deposit  of  securities  was  given  to  a  banker,  stating 
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that  a  Polioj  of  Insurance  oh  the  life  of  the  depositor  was  among 
them.  The  Policy,  however,  was  not  delivered,  and  was  in  the 
possession  of  the  depositor  at  the  time  of  his  ban)miptcy.  Held 
that  the  Policy  passed  to  his  assigneea»  and  the  banker  ranked 
among  the  general  creditors. 

Ex  parU  Halifax,  2  M.  D.  &  De  G.,  544. 
A  condition  of  a  Policy  of  Life  Assurance  was  that  it  should  be 
void  if  the  assured  died  by  his  own  hand,  unless  it  had  been  as- 
signed for  valuable  consideration  six  months  before  bis  death. 
The  holder  deposited  it  with  his  bankers  with  a  letter  charging  it 
with  the  payment  of  any  debts  that  might  be  due  to  them  at  the 
time  of  his  death;  and  three  years  afterwards  committed  suicidCj 
being  indebted  his  bankers.  Held  that  the  bankers  were  entitled 
to  recover. 

Jones  ▼.  Consolidc^ted  Inveitment  and  Iruuranee  Co.t  26  « 

Beav.,  266. 

Bankers  who  had  two  policies  of  Life  assurance  deposited  with 
them  gave  no  notice  to  the  offices ;  but  the  assured  mentioned  in 
conversation  with  the  secretaries  that  the  policies  were  held  by 
his  bankers.  He  died  bankrupt,  and  Stuart,  Y.  G.,  held  that  the 
policies  remained  in  his  order  and  disposition,  and  that  his  as- 
signees were  entitled  to  the  proceeds. 

Edwards  v.  Martin,  L.  B.,  1  Eq.,  121. 

On  Dock  Warrants  and  Bills  op  Ladino. 

There  is  a  distinction  between  Assignable  instruments  and 
Negotiable  instruments. 

A  person  can,  in  general,  assign  over  to  any  one  else  no  better 
title  in  anything  than  he  has  himself. 

To  this  rule,  we  have  observed  in  a  previous  chapter.  Money 
was  always  an  exception.  A  person  who  has  acquired  money 
honestly  in  the  course  of  business  can  retain  it  against  the  retd 
owner,  even  though  it  has  been  stolen.  It  was  from  this  qudity 
of  the  property  of  money  being  inseparable  from  the  honest  pos- 
session, that  money  acquired  the  name  of  Currency.  Bank  Notes, 
Bills  of  Exchange,  Cheques,  c&c.,  also  possess  this  attribute  of 
Currency,  or  Negotiability,  as  it  is  called.  Hence  they  are  termed 
Negotiable  Instruments;  and  the  innocent  holder  ror  value  of  a 
Negotiable  Instrument  may  retain  it  against  the  true  owner,  even 
though  it  was  lost  or  stolen,  and  sue  all  the  parties  to  it. 

But  Bills  oi  Lading  and  Dock  Warrants  represent  only  certain 
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specific  goods ;  and  they  follow  the  rules  aflfbcting  the  transfer  of 
goods.  The  real  owner  does  not  lose  his  property  in  them  thongh 
they  have  been  lost  or  stolen  and  sold  for  value  to  an  innocent 
purchaser.  He  can  recover  them  in  the  hands  of  an  innocent 
holder  for  value,  just  the  same  as  he  could  recover  the  goods 
themselves.  Hence  Bills  of  Lading  and  Dock  Warrants  are 
(UsignahU  instruments  but  not  negotiable  instruments. 

Oumey  v.  Behrend,  8  EL  A  Bl.,  622.  Mangles  y.  Dixon,  8  H.  Ij.» 
Ca.,  701. 

The  Factors  Acts. 
It  was  established  by  a  long  series  of  cases  that  a  factor  could 
not  pledge  the  goods  of  his  principal  by  indorsing  and  delivering 
the  bill  of  lading,  although  he  might  sell  them,  and  confirmed 
by— 

MarHm  v.  CoUs,  1  M.  A  S.,  140.  Shipley  v.  Kymer,  1  M.  A  8., 
484.    NewBom  y.  Thornton^  6  East.,  17. 

But  this  doctrine  was  altered  by  Statute  4,  Geo.,  4  (1824),  c.  88, 
amended  Statute  6  Geo.,  4  (1826),  c.  94,  commonly  called  the 
Factors  Act. 

By  this  latter  Act  it  was  enacted,  §  1 — 

"  Any  person  or  persons  intrusted  for  the  purpose  of  consign- 
ment or  of  sale  with  any  goods,  wares,  or  merchandise,  and  who 
shall  have  shipped  such  goods,  wares,  or  merchandise,  in  his,  her, 
or  their  name  or  names,  and  any  person  or  persons  in  whose  name  or 
names  any  goods,  wares,  or  merchandise  shall  be  shipped  by  any 
other  person  or  persons,  shall  be  deemed  and  taken  to  be  the  true 
owner  or  owners  thereof,  so  far  as  to  entitle  the  consignee  or 
consignees  of  such  goods,  wares,  and  merchandise  to  a  lien  thereon, 
in  respect  of  any  money  or  negotiable  security  or  securities  ad- 
vanced or  given  by  such  consignee  or  consignees  to  or  for  the  use 
of  the  person  or  persons  in  whose  name  or  names  such  goods, 
wares,  or  merchandise  shall  be  shipped,  or  in  respect  of  any  money 
or  negotiable  security  or  securities  received  by  him,  her,  or  them 
to  the  use  of  such  consignee  or  consignees  in  the  like  manner  to 
all  intents  and  purposes  as  if  such  person  or  persons  was  or  were 
the  true  owner  or  owners  of  such  goods,  wares,  and  merchandise. 

'*  Provided  such  consignee  or  consignees  shall  not  have  notice 
by  the  Bill  of  Lading  for  the  delivery  of  such  goods,  wares,  and 
merchandise,  or  otherwise,  at  or  before  the  time  of  any  advance  of 
such  money  or  negotiable  security,  or  of  such  receipt  of  money  or 
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negotiable  security  in  respect  of  which  each  lien  is  claimed,  that 
such  person  or  persons  so  shipping  in  his,  her,  or  their  own  name 
or  names,  or  in  whose  name  or  names  any  goods,  wares  or  mer- 
chandise shall  be  shipped  by  any  person  or  persons,  is  or  are  not 
the  actual  and  band  fide  owner  or  owners,  proprietor  or  iHX)prietorSy 
of  such  goods,  wares,  and  merchandise  so  shipped  as  aforesaid." 

By  8.  2. — **  Any  person  or  persons  intrmted  with  and  in  pos- 
session of  any  Bill  of  Lading,  India  Warrant,  Dock  Warrant, 
Warehouse  keeper's  certificate.  Wharfinger's  certificate,  Warrant 
or  Order  for  dehvery  of  goods,  shall  be  deemed  and  taken  to  be 
the  true  owner  or  owners  of  the  goods,  wares,  and  merchandise 
described  and  mentioned  in  the  said  seyeral  documents  herein- 
before stated  respectively,  or  of  them,  so  &r  as  to  give  validity  to 
any  contract  or  agreement  thereafter  to  be  made  or  entered  into 
by  such  person  or  persons  so  intrusted  and  in  possession  as  afore- 
said, with  any  person  or  persons,  body  or  bodies  politic  or  cor- 
porate, for  the  sale  or  disposition  of  the  said  goods,  wares,  and 
merchandise,  or  any  part  thereof,  or  for  the  deposit  and  pledge 
thereof,  or  any  part  thereof,  as  a  security  for  any  money  or 
negotiable  instrument  or  instruments  advanced  or  given  by  such 
person  or  persons,  body  or  bodies  politic  and  corporate,  upon  the 
faith  of  such  several  documents  or  either  of  theuL 

"  Provided  such  person  or  persons,  body  or  bodies  politic  or 
corporate,  shall  not  have  notice  by  such  documents  or  either  of 
them  or  otherwise,  that  such  person  or  persons  so  intrusted  as 
aforesaid  is  or  are  not  the  actual  and  bond  fide  owner  or  owners, 
proprietor  or  proprietors,  of  such  goods,  wares,  or  merchandise,  so 
sold  or  deposited,  or  pledged  as  aforesaid." 

As  to  the  meaning  of  "a  person  intrusted  with"  the  documents 
mentioned,  see — 

Close  v.  Holme$,  2  Moo.  A  Rob.,  28.    PhiUps  v.  Huth,  6  M.  &  W., 

672.    Hatfield  v.  Phillips,  9  M.  A  W.,  647;  14  M.  A  W.,  666.    Bonn 

V.  StewaH,  6  Scott.,  N.  R.,  1 ;  4  M.  A  G.,  626. 

In  consequence  of  these  decisions,  the  Statute  5  &  6  Vict. 

(1842),  c   89,  was  passed,  which    enacted,  s.  1 — "Any  agent 

who  shall  hereafter  be  intrusted  with  the  possession  of  goods,  or 

of  the  documents  of  title  to  goods,  shall  be  deemed  and  taken 

to  be  the  owner  of  such  goods  and  documents  so  far  as  to  give 

validity  to  any  contract  or  agreement  by  way  of  pledge,  lien,  or 

security    bond  fide  made  by  any  person  with  such  agent  so 
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agliitit  ttiiomiirfif  •aehfooii!,aiiddloaiir)M^ 
ihtfeiB^  Mlwilliilttdiiif  ^  penoii  daiiAiag  lodipM^orliMti 
may  fas^e  had  tioluii  dial  ihe  pemm'm 
agiMMni  ia  siada  ia  oal^  an  agent** 
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Un^tfraaouit^ibdl  beiaaddiiiteirddtefatieiiof  fthadilivelxw^ 
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doeoBMlaof  tiSe,  or  nagotiabfe  aeooiil^,  19011  wfakh  the  pmft 
80  deli?ering  op  the  aaaoe  had  $t  the  Ihae  a  Tattd  and  araft* 
«Ua  lien  and  semaity  for  or  in  leapeofc  of  a  pievbna  adraooe  hf 
yktOB  of  aome  oooteiel  or  agreamoiil  made  with  anoh  aganlit 
aorii  oonfcraoi.aiid  agteonenl^  if  tmUkJUe  on  the  p«rt  of  tba 
^eiBcm  with  trfunn  the  aame  nu^  he  iiiadB»  ahall  he  deeoMd  le 
he  a  oOBtraOt  macle  in  oonaideralaoii  of  an  adTanoe  within  the 
trae  intent  and  meaning  of  the  Act,  and  shall  be  as  ?alid  and 
etfeotnal,  to  all  intents  and  purpose  and  to  the  same  ezt^it^ 
as  if  the  consideration  for  the  same  had  been  a  hon&fids  present 
of  money. 

'' Provided  that  the  lien  acquired  under  snch  last-mentioned 
contract  or  agreement  upon  the  goods  or  documents  deposited  in 
exchange  shall  not  exceed  the  value  at  the  time  of  the  goods  and 
merchandise  which  or  the  document  of  title  to  which,  or  the 
negotiable  security  which  shall  be  delivered  up  and  exchanged*'* 

S.  3. — This  Act  and  every  matter  and  thing  herein  contained, 
shall  be  deemed  and  construed  to  give  validity  to  such  contracta 
and  agreements  only,  and  to  protect  only  such  loans,  advances^ 
and  exchanges,  as  shall  be  made  bond  fide,  and  without  notice  that 
the  agent  making  such  contracts  or  agreements  as  aforesaid,  has 
not  authority  to  make  the  same,  or  is  acting  mold  fids  in  respect 
thereof  against  the  owner  of  such  goods  and  merchandise. 

<^  Nothing  herein  contained  shall  be  construed  to  extend  or 
protect  any  lien  or  pledge  for  or  in  respect  of  any  antecedent  debt^ 
owing  from  any  agent  to  any  person  with  or  to  whom  such  lien  or 
pledge  shall  be  given,  nor  to  authorise  any  agent  intrusted  as 
aforesaid  in  deviating  from  any  express  orders  or  authority 
received  from  the  owner :  but  that  for  the  purpose  and  to  the 
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intent  of  protecting  all  such  bond  fide  loans,  adyances,  and  ex- 
changes as  aforesaid  (though  made  with  notice  of  snch  agent  not 
being  the  owner,  but  without  any  notice  of  the  agent's  acting 
without  authority),  and  to  no  farther  or  other  interest  or  purpose 
such  contract  or  agreement  as  aforesaid  shall  be  binding  on  the 
owner  and  all  other  persons  interested  in  such  goods." 

S.  4.— "Any  Bill  of  Lading,  India  Warrant,  Dock  Warrant, 
Warehouse  keeper's  certificate,  Warrant,  or  Order  for  delivery  of 
goods,  or  any  other  document  used  in  the  ordinary  course  of 
business  as  proof  of  the  possession  or  control  of  goods,  or  author- 
ising, or  purporting  to  authorise,  either  by  indorsement  or 
by  delivery,  the  possessor  of  such  document  to  transfer  or  receive 
goods  thereby  represented,  shall  be  deemed  and  taken  to  be  a 
Document  of  Title  within  the  meaning  of  this  Act :  and  any  agent 
intrusted  as  aforesaid  and  possessed  of  any  such  document  or  title 
whether  derived  immediately  from  the  owner  of  such  goods,  or 
obtained  by  reason  of  such  agent's  having  been  intrusted  with 
the  possession  of  the  goods,  or  of  any  other  documents  of  title 
thereto,  shall  be  deemed  and  taken  to  have  been  intrusted  with 
the  possession  of  the  goods  represented  by  such  document  of  title 
as  aforesaid,  and  all  contracts  pledging  or  giving  a  lien  upon  snch 
documents  of  title  as  aforesaid,  shall  be  deemed  and  taken  to  be 
respectively  pledges  of  and  liens  upon  the  goods  to  which  the 
same  relates :  and  such  agent  shall  be  deemed  to  be  possessed  of 
such  goods  or  documents,  whether  the  same  shall  be  in  his  actual 
custody,  or  shall  be  held  by  any  other  person  subject  to  his 
control,  or  for  him,  or  on  his  behalf. 

**  Whether  any  loan  or  advance  shall  be  bond  fids  made  to  any 
agent  intrusted  with  and  in  possession  of  any  such  goods  or  docu- 
ments of  title  as  aforesaid,  on  the  faith  of  any  contract  or 
agreement  in  writing  to  assign,  deposit,  transfer,  or  deliver  such 
goods  or  documents  of  title  as  aforesaid,  and  such  goods  or  docu- 
ments of  title  shall  actually  be  received  by  the  person  making 
such  loan  or  advance,  without  notice  that  such  agent  was  not 
authorised  to  make  such  pledge  or  security,  every  such  loan  or 
advance  shall  be  deemed  and  taken  to  be  a  loan  or  advance  on  the 
security  of  such  goods  and  documents  of  title  within  the  meaning 
of  this  Act,  though  such  goods  or  documents  of  title  shall  not 
actually  be  received  by  the  person  making  such  loan  or  advance 
till  the  period  subsequent  thereto. 
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100111  at  ateem^  or  irilhaoydeckuir  olte 
riall  be  4eenifid»0mrtmA  or  agiwneol  wilb  rao^  aocl. 

a^f  pafmepi  aiai^  lAedwr  I7  nmej  or  Idb  of  eidunc^  or 
oOer  Bqpoaafala  aooneilf^diaD  be  deemed,  and  taken  ta  be  an 
adnmoe  williintlirBieaniBg  of  tbis  Aol:i^aod  an  agei^  in  poBaea*, 
rinLaaaftNceiaidof  flMbgoode.iir  doonmenfei^  ahall  l^  taken  finr 
the impoMi of  tUe Jbct ta  bavebeen Jntnntod  tbeiewiib  bjr  tbe/ 
dwner  tiKceoi;  nnleii  Ibe  opntniy  oen^be  ehewn  in  eirideooe.'* 

^r  «  000^4  (182SXA  8*^8.11, it. ie;eiiaojiied—<^ 
fernnior^pMioD^bo^f  or  bodice  ;polilie  or  ixa^^  accept, 

and  tadke  aiqr  nob  good%  imM,  cf  meecbandiee,  in  deposife  or 
fledge  ftomaiyaiwhpeBMtt  or.penow  ao  in  pooseflBionand  in-i 
twted  ae  afaroaaid,  iriihonfe  notice  aa  afbfeBaid,aB«aecQrifyfiyr; 
aBj4ebt  or  demand  dne  and  qjimig  lbxm;aaob>perKmorpera^ 
ao^.bitniatod  and;in;poonirion  aa  aJfareaaid,  to  aoob  peinon  or, 
psaom,  body  (HT  bodte  poUlie  «Dd  cgrporata^  befcre  the  time, 
ofaacbdepoaii  ^  pledge^  tben  and  in  tbat  caae  ifticb  peiacn  or 
f&noDBf  body  or  bodies  pditic  or  oorporatd  ao  acoepfcing  or 
taking  sach  good%  wares,  or  merchandise  in  deposit  or  pledge, 
shall  acquire  no  farther  or  other  right,  title  or  interest  in  or 
npon,  or  to  the  said  goods,  wares,  or  merchandise,  or  any  such 
docoment  as  aforesaid,  than  was  possessed,  or  could  or  might  have 
been  enforced  by  the  said  person  or  persons  so  possessed  and  in- 
trusted as  aforesaid,  at  the  time  of  such  deposit  or  pledge  as  a 
security  as  last  aforesaid :  but  such  person  or  persons,  body  or 
bodies  politic  or  corporate,  so  accepting  or  taking  such  goods, 
wares,  or  merchandise  in  deposit  or  pledge,  shall  and  may  acquire, 
possess  and  enforce,  such  right,  title  or  interest  as  was  possessed 
and  might  have  been  enforced  by  such  person  or  persons  so  pos- 
aeesed  and  intrusted  as  aforesaid." 

As  to  what  constitutes  an  antecedent  debt,  see — 

Jewan  ▼.  Whitworth,  L.  B.,  2  £q.,  692.    Macrue  v.  Gont,  L.  B., 
4  £q.,  815. 

8.  4. — "  It  shall  be  lawftd  to  and  for  any  person  or  persons, 
body  or  bodies  politic  and  corporate,  to  contract  with  any  agent 
or  agents  intrusted  with  any  goods,  wares,  or  merchandise,  or  to 
whom  the  same  may  be  consigned,  for  the  purchase  of  any  such 
goods,  wares,  or  merchandise,  and  to  receive  the  same  and  pay  for 
the  same  to  such  agent  or  agents :  and  such  contract  and  payment 
shall  be  binding  upon  and  good  against  the  owner  of  such  goods, 
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wares,  and  merchandise,  notwithstanding  such  person  or  persons, 
body  or  bodies  politic  or  corporate,  shall  have  notice  that  the 
person  or  persons  making  and  entering  into  such  contract,  or  on 
whose  behalf  such  contract  is  made  or  entered  into,  is  an  agent 
or  agents. 

'' Provided  snch  contract  and  payment  be  made  in  the  nsnal 
and  ordinary  coarse  of  business,  and  that  snch  person  or  persons, 
body  or  bodies  politic  or  corporate,  shall  not,  when  such  contract 
is  entered  into  or  payment  made,  have  notice  that  snch  agent  or 
agents  is  or  are  not  authorised  to  sell  the  said  goods,  wares,  and 
merchandise,  or  to  receive  the  said  purchase  money." 

On  this  section  see — 

Baines  ▼.  Swaifuofij  4  B.A  8m.,  270.  FeuntiM  Y.  MonHs,  L.  B., 
3  C.  P.,  268 :  4  C.  P.,  93.  CoU  v.  North  Wutem  Bank,  L.  B.,  9  C. 
P.,  470:  affirmed  in  Ex.  Gh.,  10  C.  P.,  854. 

S.  5. — ''  It  shall  be  lawfid  to  and  for  any  person  or  persons, 
body  or  bodies  politic  or  corporate,  to  accept  and  take  any  such 
goods,  wares,  and  merchandise,  or  any  such  document  as  aforesaid, 
in  deposit  or  pledge  from  any  sudi  factor  or  fiEU^rs,  agent  or 
agents,  notwithstanding  such  person  or  persons,  body  or  bodies 
politic  or  corporate,  shall  have  such  notice  as  aforesaid  that  the 
person  or  persons  making  such  deposit  or  pledge  is  or  are  a  factor 
or  factors,  agent  or  agents ;  but  then  and  in  such  case  such  person 
or  persons,  body  or  bodies  politic  or  corporate,  shall  acquire  no 
further  or  other  right,  title  or  interest  in  or  upon  or  to  the  said 
goods,  wares,  or  merchandise,  or  any  such  document  as  aforesaid, 
for  the  delivery  thereof,  than  was  possessed  or  could  or  might  have 
been  enforced  by  the  said  factor  or  factors,  agent  or  agents,  at  the 
time  of  such  deposit  or  pledge  as  a  security  as  last  aforesaid :  but 
such  person  or  persons,  body  or  bodies  politic  or  corporate,  shall 
and  may  acquire,  possess  and  enforce  such  right,  title  or  interest, 
as  was  possessed  and  might  have  been  enforced  by  such  factor  or 
factors,  agent  or  agents,  at  the  time  of  such  deposit  or  pledge,  as 
aforesaid. 

On  this  section  see — 

Blandy  v.  AUan,  Dans.  &  LL,  22.  Fletcher  v.  Heath,  7  B.  A  C, 
517.    Thompson  v.  Farmer,  1  Moo.  &  Ma.,  48. 

These  Statutes  are  limited  to  mercantile  transactions. 

Wood  V.  RffwcUffe,  6  Hare,  191.  Monk  v.  WUtUnbwy,  2  B.  <fc 
Ad.,  484.  Lawb  v.  Attetiborough,  1  B.  A  Bm.,  831.  Jenkym  v. 
Utbonu!,  8  Scott,  N.  B.,  506.    Van  Catteel  ▼.  Booker,  2  Ezeh.,  69L 


860  alfth^  '       • 

gdHndl  Oktmief  iSSiiii  t,  H^f ais  9  Moo.  fad,  Ap.,  I<<0.  ft^gfMr< 
Y^  Tiilbn  JBMift  qf  I^ipiMlMi,  7  H.  ^  N.,  86L 

Dodc  Wairanti  aie  ass^paable  iiuiariininKta,  and  being  Mf 
findomd  and  dfiBverod^  the  proper^  in  the  goods  thqr  lefmeeDf 
paaaes  bj  the  ddiTeiy  of  the  instnimeiit^  f»  as  to  empower  the 
holder  to  Mke  poaaenion  of  the  goode.  And  if  the  Aaajgnor 
beoomea  bwikn^  hia  aaaigoeea  hare  no  title  to  the  gooda. 

Xmkiff€rr»  Siamdg»  1  Moow,  It.    £«oat  T.2>9fr<«ii,l]loc»ibtak 

j§!pMr  ▼«  2v«Mi«,  4  OMBf .,  aat. 
▲  bidtav  g»f0  a  baaber  a  letter  of  hjpolh^^ 
miring  to  lodge  the  anaitittta  ftr  them  iieit  daj.  Eaviog  lUM 
to  do  ao  after  repeated  ^iplicatkba,  the  banker  obtained  the  k^ya 
of  the  warehooae  and  took  poamaaioa  of  the  gooda;  Ba0on,y.O.9 
hild  that  file  banker  had  aoqdred  a  good  title  to  the  gooda  nnder 
the  Faetora  Act*  5  &  6  Vict.  (1842),  0.  89^  a.  4. 

BQIa  of  Lading  made  ont  to  the  order  of  Ihe  ah^jpar  or  oeA* 
a^^nee  are  inatromenta  aarfgnaUe  bj  indomment  and  deUvetjr,  aa 
aa  to  tranafer  the  properly  in  the  goods  to  a  bandfid§  indoraee  Ihr 
Talne,  in  the  abeence  of  any  notice  of  frauds  inaolvency,  or  want  of 
title  in  the  indoraer. 

If  the  consignee  or  vendee  becomes  insolvent^  the  unpaid  vendor 
or  consignor  may  stop  the  goods  in  transitu  before  they  have  been 
delivered  to  the  vendee,  consignee,  or  his  agent. 

Bat  if  the  consignee  or  vendee  has  assigned  the  Bill  of  Lading 
for  valuable  consideration  to  an  indorsee,  who  has  no  notice  of  his 
fraud  or  insolvency,  such  an  indorsement  and  delivery  will  defeat 
the  unpaid  vendor's  right  of  steppage  in  transitu. 

Liekharrow  t.  Mae(M,  2  T.  B.,  63.  Smitli's  L.  0.,  vol.  I.,  p.  7G6. 
CuwUng  v.  Brwm,  9  £ait.«  50e.  Gicmey  v.  Behrend,  d  EL  <t  BL, 
622.  The  Marie  Joseph,  L.  B.,  1  P.  C,  219.  The  Argentina,  h.  B., 
1  Ad.  A  Eo.,  370.  Rodger  v.  The  Comptoir  d'escompU  de  Paris,  L. 
B.,  2  P.  C,  893.     Gilbert  t.  Guignon,  L.  B.,  8  Ch.,  Ap.  16. 

The  forbearance  or  release  of  an  antecedent  debt  is  not  a  good 
consideration  for  an  engagement  to  indorse  Bills  of  Lading  which 
had  not  yet  come  into  the  consignee's  hands,  so  as  to  d^^  the 
unpaid  vendor^s  right  of  stoppage  m  transitu, 

Rodger  v.  The  Comptoir  d'escompte  de  Paris,  L.  B.,  2  P.  C,  893. 

A  Bill  of  Lading  in  which  the  words  "or  order  or  assigns"  are 
<Mnitted  is  not  an  assignable  instrument.  [But  this  is  cured  now 
by  the  Sapreme  Court  of  Judicature  Act.] 
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Bat  where  the  conmgnee  of  a  Bill  of  Lading  without  the  words 
"  or  order  or  assigns  "  had  actually  received  the  goods  and  had 
assigned  them  over  to  a  Bank  for  valuable  consideration,  who  thus 
united  in  themselves  the  legal  and  equitable  title  to  the  goods,  the 
omission  of  the  words  **  or  order  or  assigns "  is  not  sufficient  to 
give  the  indorsees  constructive  notice  of  some  equitable  arrange- 
ment between  the  consignor  and  the  assignee. 

UeTidenon  t.  The  Comptoir  d'escompte  de  Paris,  L.  R.,  5  P.  C,  263. 

When  a  Bank  had  discounted  Bills  of  Exchange  to  a  large 
amount  on  the  express  agreement  that  they  should  be  accompanied 
by  shipping  documents,  which  the  sellers  fidled  to  give;  and, 
being  pressed  by  the  Bank,  indorsed  another  Bill  of  Lading  in 
substitution  of  the  documents  first  promised,  it  was  held  to  be  in- 
dorsed for  valuable  consideration,  and  to  defeat  the  consignor's 
right  of  stoppage  in  transitu. 

The  Chartered  Bank  of  India,  AnHraUa,  and  China  y.  Hendenant 
L.  R.,  6  P.  C,  501. 

A  person  to  whom  an  indorsed  Bill  of  Lading  was  sent  by  mistake 
by  the  consignor  cannot  assign  it  so  as  to  defeat  bond  fide  assignees 
of  others  of  the  same  set  of  Bills  of  Lading  for  value. 

Gilbert  v.  Gvignon,  L.  R.,  8  Ch.  Ap.,  16.    Schuster  v.  McKeUan^ 
7  E.  &  B.,  704. 
If  the  indorsee  knew  that  the  consignee  was  in  insolvent  cir- 
cumstances, and  had  not  paid  for  the  goods;  and  that  no  bill  had  been 
given  for  them,  or  that  one  having  been  accepted,  it  was  not  likely 
to  be  paid,  the  assignment  is  void  against  the  unpaid  vendor. 
Cuming  v.  Brown,  9  East.,  514. 
Formerly  the  indorsement  and  delivery  of  a  Bill  of  Lading  was 
sufficient  to  transfer  the  property  in  the  goods,  but  it  did  not 
transfer  the  contract  to  the  assignee.    But  the  18  &  19  Vict. 
(1855),  c.  Ill,  enacts — 

S.  1. — "  Every  consignee  of  goods  named  in  a  Bill  of  Lading, 
and  every  indorsee  of  a  Bill  of  Lading  to  whom  the  property  m 
the  goods  therein  mentioned  shall  pass,  upon  or  hy  reason  of  such 
consignment  or  indorsement,  shall  have  transferred  to  and  vested  in 
him  all  rights  of  suit,  and  be  subject  to  the  same  liabilities  in 
respect  of  such  goods,  as  if  the  contract  contained  in  the  Bin  of 
Lading  had  been  made  with  himself." 

Short  T.  Simpson,  L.  R.,  1  C.  P.,  248.  The  St,  CUmd,  Br.  &  Lush., 
Ad.  Ca,,  4.  Drachachi  v.  The  Anglo -Effyptimi  Bank,  L.  R.,  8  0. 
P.,  190.  The  Freedom,  L.  R.,  3  P.  C,  594.  JPtm  v.  Xott,  6  H.  A 
K.,  630. 


A  nade^yiRgiiee  of  liie  Witcl  leading  oannofc  soe  in  a  Oonzt  cf 
Oomnum  Law  undeif  liie  Stetola  18  4b  19  Tiot  (186&X  iv  ^  $ 
Mr  ia  IbQ  Aaniimlty  (  uurt,  ante  the  BM.  U  TkL  (186lXe^lO^ 

The  St.  CUntd,  Br.  ^  lAMhn  Id*  Cft^  4. 

&  S.— ^  Nottiing  hereiti  omlaiiied  shdl  prqa£o6  «  aftot  a^f 
rii^  of  stoppage  m  transitu^  or  any  E^^t  to  daim  trmf^ 
agaanat  the  original  ibipper  at  oirner,  at  any  lial^Qity  of  the  oon^ 
aignaa  or  indcHraee  bj  reaaon  or  in  conaeqnenoe  of  hk  bcdng  audi 
wangaee  or  indoEBee»  or  of  his  leoeif/^d!  thegoodabyxaaaoniyor 
jb oooaeqpienoe o^aadi cofflBgnmant  at indotaement'*  ^ 

t  B^S^^^BreiyBill  of  Ladii^  in  the  handaof  aoonaigneeor 
jodocaee  Ibr  TalnaUe  conaidsFation,  ii^!e8enting  gooda  to  hai^ 
beenahipped  on  board  a  Teaael^ahaU  be  oondnaiTO  evidenea  of 
msk  diipment  aa  agamat  the  maater  or  other  peraon  aigning  Ihif 
aam^  notwithstanding  that  auch  goods,  or  some  part  tboreof,  magr 
liOt  have  been-  ao  shq^ped,  nideaa  wmik  bidder  of  the  Bill  of  Ladiiq; 
diaU  have  had  actual  notioe  at  the  time  of  reeeiTii^  liie  aame 
ttafrihe  gboda  had  not  been  in  ^  ladoi  on  board. 
•  ^Ptoiided  that  the  maater  or  other  peraon  ao  signiBg  may 
exonerate  himself  in  respect  of  sndi  misrepresentation  by  shewing 
that  it  was  caused  withoat  any  default  on  his  part,  and  wholly  by 
the  frand  of  the  shipper,  or  the  holder,  or  some  person  mider 
whom  the  holder  claims." 

Where  goods  are  at  sea  the  parting  with  the  Bill  of  Lading, 
which  is  the  symbol  of  the  goods,  is  parting  with  the  ownership 
of  the  goods  themselves:  and  this  principle  applies  to  goods 
which  for  the  convenience  of  the  parties  have  been  landed  at  a 
sufferance  wharf.  (11  &  12  Vict.  [1848],  c.  xviii.,  and  25  and 
26  Vict.  [1862],  c.  63,  s.  67.) 

The  Bill  of  Lading  is  a  living  instrument  so  long  as  the 
engagement  of  the  shipowner  has  not  been  completely  fulfilled, 
and  the  transfer  of  it  for  value  passes  the  absolute  property  in  the 
goods.  And  it  has  not  been  fulfilled  so  long  as  the  goods^  thongh 
landed  at  a  wharf,  are  subject  to  a  stop  order. 

The  person  who  first  gets  the  Bill  of  Lading  (though  only  one 
of  a  set  of  three)  gets  the  property  in  the  goods  it  represents :  he 
need  not  do  any  act  to  assert  his  title — which  the  transfer  of  the 
Bill  of  Lading  itself  renders  complete :  and  any  subsequent  dealings 
with  the  others  are  subordinate  to  the  rights  passed  by  that  one. 
MyenUUn  ▼.  Barber,  L.  B.,  2  0.  P.,  88;  661.    4  H.  L.,  817. 
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If  Bills  of  Exchange  are  sent  to  be  accepted  and  a  Bill  of 
Lading  along  with  them  to  protect  the  Bills  of  Exchange,  if  the 
consignee  refuses  acceptance  of  the  Bills  of  Exchange  he  cannot 
retain  the  Bill  of  Lading. 

A  Bill  of  Lading  retained  in  such  a  manner  conyeys  no  property 
in  the  goods  to  an  assignee  of  the  Bill. 

Shepherd  v.  Harrison,  L.  R.,  4  Q.  B.,  196  ;  493.    6  H.  L.,  116. 

Title  Deeds  taken  as  Security. 

A  banker  frequently  takes  a  deposit  of  Title  Deeds  by  way  of 
equitable  mortgage  to  secure  an  advance.  In  all  such  cases  he 
should  have  a  written  memorandum  distinctly  stating  the  purpose 
for  which  the  deposit  is  made.  A  written  memorandum  of 
deposit  is  not,  indeed,  necessary,  for  there  may  be  a  valid  deposit 
in  equity  without  even  a  word  spoken,  when  the  possession  of  the 
securities  cannot  be  accounted  for  in  any  other  way,  the  holder 
being  a  stranger  to  the  title  and  deeds  (a).  But  it  is  laid  down 
that  if  there  is  no  memorandum  of  deposit,  the  Court  leans 
against  considering  the  deposit  as  security  for  an  antecedent 
debt,  (b) 

(a)  Bozon  v.  Williams,  3  Y.  <k  J.,  160. 

(b)  Ex  parte  Martin,  4  Deao.  A  Ch.,  467. 

If  deeds  are  deposited  with  a  person  expressly  as  a  security  for 
a  future  advance,  the  creditor  has  no  lien  on  them  for  an  ante- 
cedent debt. 

Mountf<yrd  v.  Scott,  1  Tnm.  &  Rnss.,  274. 
But  if  a  banker  has  completed  his  equitable  title  by  obtaining 
possession  of  the  title  deeds  along  with  a  memorandum  stating  the 
purpose  of  the  deposit  to  be  to  secure  payment  of  the  mortgagor's 
antecedent  debt  and  interest,  as  well  as  all  future  advances,  he 
will  be  able  to  enforce  his  claim  against  all  judgments  of  any  sort 
recovered  against  the  mortgagor  after  the  date  of  the  equitable 
mortgage. 

Whitworth  v.  Gaugain,  8  Hare,  416,  afi&rmed,  1  Phil.,  728.    Cas' 
herd  v.  Att.  General,  6  Price,  411. 
There  must  be  an  actual  deposit  of  the  title  deeds  to  exclude  the 
operation  of  the  Statute  of  Frauds.    An  order  to  a  third  party  to 
deposit  a  lease  when  executed  is  not  sufficient. 
Ex  parte  Perry,  3  M.  D.  A  De  G.,  252. 

An  agreement  to  execute  a  mortgage  with  a  delivery  of  the 


4lSk  THEORY   ANB   PRACTICE   OP  BAKKINQ. 

I^tie  deeds  to  haTe  the  agreement  carried  out  is  an  equitable  ^ 
'mortgage  fknn  the  date  of  the  agreement. 

*       m^  f.  WBrtMnfiem^  1  O&e,  all.   Jfo  jHVto  BnMf»l]loiM^ii4 

MoMe^  Y.B4Maoek,  1  Bom.,  141.    J^i^f  ▼»  Wmmm, »  Y.4I|M»» 

C,CUM»*  J^ntlfii  T»  Z)iiiiiM,  12  Jr.  CSb.  Bep^  67. « 

To  oonstitate  an  eqnitabln  martgige  it  ia  |K>t  woeamrj  thit  «Q 

tilt  titlii  d^eds  ftodd  bedepmtodf  F<>v]ded  thfitceal  ind  matald 

l^ortioiis  of  thmn  aie. 

£jr  pa rl e  €h ippe.nil4t U,  1  Dcoc.,  67 .    Lucas  Y.  iCItol,  S6  Ii.  J.,  CSu  18. 

A  memorandtim  accompanying  title  deeds  t6ating  the  parpoae 
for  which  thej  are  deposited,  is  not  an  agreement  Soft  a  mortgage 

and  does  not  require  to  foe  stamped,  J 

Me€k  Y,  Baylm,  31  L.  J..  Cb.  448.        " 

A  verbal  agreement  to  deposit  a  leajse  when  executed  b  not  tt 

equitable  mortgage- 

E:t  parte  Coomhf.,  4  M&dd.^  340. 

'    To  create  an  eqmtri^  svlbHiM«^;i^  l)y  dq^ 
fSBj  deporited  aa  on  eqmlabk  mortgage  it  is  net  neeeamiy  lo 
dqporit  witii  the  aeoomd  depoettee  the  uritten  memetandiiii 
deposited  wilh  the  first. 

ExparU  Abel  8mUh,  2  M.  D.  A  Da  O.,  887. 
The  expression  ''may  advance"  in  the  memorandum  given  witii 
title  deeds  as  an  equitable  mortgage  may  inclnde  past  as  well  as 
fhtnre  advances  if  it  appears  that  the  parties  intended  it. 

Ex  parU  Farley ^  1  M.  D.  <t  De  G.,  688.    Ex  parte  Abel  Smith,  2 
M.  D.  <t  De  G.,  587. 
A  legal  mortgage  cannot  be  extended  by  parol  (a):  but  an 
equitable  mortgage  may  (6). 

(a)  Expcurte  Hooper ^  2  Rose,  328. 

(6)  Ex  parte  Langston^  1  Rose,  26.  Ex  parte  Kensington^  2  Yes. 
&  Beft.,  79.  Ex  parte  Lloyd,  1  Gl.  &  Jam.,  389.  Ex  parU  Net- 
tleship,  2  M.  D.  &  De  G.,  124. 

An  equitable  mortgage  is  the  same  in  effect  as  a  legal  mortgage, 
and  a  mortgagor  will  have  six  months  to  redeem. 

Parker  t.  Homefield,  2  My.  A  K.,  419.  Thorp  v.  Gartride, 
2  T.  &  Col.  Ex.  Eq.,  730.  MeUerY,  Woods,  1  Keen,  16.  Bat  see 
UAU  Yict.  (1852),  o.  86,  8.  48. 

An  equitable  mortgagee  by  deposit  of  a  lease  is  not  compellable 
to  take  a  legal  assignment  oi  the  lease  at  the  suit  of  the  lessor, 
even  though  he  has  entered  into  possession  of  the  premises  and 
paid  rent :  nor  is  he  liable  to  the  lessor  upon  the  covenants  of  the 
lease,  as  there  is  no  privity  of  contract  between  him  and  the  lessor, 
ifoore  v.  Orep,  2  Phil.,  717. 
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If  deeds  are  deposited  witih  a  person  as  an  equitable  mortgage, 
they  are  not  to  be  considered  as  an  equitable  mortgage  for  a  loan 
by  another  person,  without  a  memorandum  in  writing. 
Ex  parte  WMtbread,  1  Bose,  299. 

A  person  conveyed  certain  property  to  trustees  by  a  post 
nuptial  settlement.  Having  obtained  the  deeds  from  the  trustees, 
he  deposited  them  with  his  bankers  as  an  equitable  mortgage  &r 
a  loan.  Held  that  the  banker  was  not  a  purchaser  within  27 
Eliz.  (1585),  c  4,  s.  2,  and  the  trustees  were  entitled  to  recover 
the  deeds. 

KerrUon  v.  Dorrien,  9  Bing.,  76. 

A  conveyance  of  a  house  and  forniture  was  deposited  as  a 
security  for  a  debt,  with  a  memorandum  stating  that  it  was  the 
deposit  of  the  title  deeds  of  an  estaie.  Held  that  this  was  not  an 
equitable  mortgage  of  the  furniture:  if  the  intention  bad  been  to 
include  the  furniture,  it  should  have  been  so  stated  in  the 
memorandum,  and  a  schedule  of  the  articles  given  (a). 

But  when  the  lease  of  a  house  was  deposited  as  an  equitable 
mortgage,  and  the  premises  were  sold  along  with  the  goodwill  of 
the  business  carried  on  on  the  premises ;  and  the  produce  of  the 
sale  of  the  lease  and  goodwill  was  insufficient  to  satisfy  the  debt, 
the  depositee  was  held  entitled  to  the  whole  of  the  proceeds,  as 
the  goodwill  was  the  incident  of  the  lease  (5). 

(a)  Ex  parU  Hunt,  1  M.  D.  <t  De  G.,  189. 
(&)  Ckissum  V.  Dewes,  6  Bobs.,  29. 

A  mortgagor  granted  a  mortgage  to  secure  an  antecedent  debt 
and  future  advances  to  a  limited  amount:  he  then  granted  a 
second  mortgage  of  the  same  property  to  another  person  on 
similar  terms :  each  party  was  aware  of  the  mortgage  of  the  other. 
The  first  mortgagee  made  advances  to  the  mortgagor  after  be  was 
aware  that  the  second  mortgagee  made  advances  to  him  on  the 
security  of  the  second  mortgagee:  he  cannot  claim  that  the 
advances  which  he  had  made  subsequently  to  this  knowledge 
should  have  priority  over  the  advances  made  by  the  second 
mortgagee. 

Hopkinson  v.  Bolt,  9  H.  L.  Ca.,  514. 

A  misdescription  of  the  mortgagor's  interest  in  land  wiD  not 
invalidate  an  equitable  mortgage. 

Ex  pane  Glyn,  1  M.  D.  A  Da  O.,  29. 
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488.    IFMlbrvmi  y.  JotvImi,  1  X  ^  OcOL,  Bz,  Bq|^,  808.    TfUe  T. 

If  deeds  including  several  estates  are  depodtod  88'  aa  eqidtidble 
mortgage  with  a  memoraiidnm  gpecifjin^  only  one  aa  mortgagedtr 
it  is  not  a  mortgage  of  the  other  estate  mentioned  in  the  deedk 

\  Wyldt  V,  Radford,  33  L.  J,,  Qhma.,  51. 

If  a  trustee  fraudulently  deposit  title  deeda  aa  an  eqiiifcal]l& 
mortgage^  the  truBt  will  preTail  over  the  mortgage. 

Mmmhi0ford  y.  Toiemm,  1  GolL,  670.    BaOUe  ▼.  MeKewan,  86 
BeaVn  177. 

^On  a$  rOaUm  €faBmik$r  to  hU  Omtofmr  a$  WABSHOUBEKAlr  , 
'  i^kiM  PUUe,  JmoeU,  Spwh,  Deeds,  SeeurOies,  Jke. 

8.  BeaideB  xeceiyiii^  moncj  and  aeonritieB  f^m  their  coatomem 
In  the  way  of  banking  bnaineaa^  bonkera  alao  receive  fiom  their 
eqatomera  cheata  of  plate,  jewela,  apecie,  deeds,  aecorities,  &c,  aa 
mere  Deposits  for  the  sake  of  safe  custody  in  their  strong  rooms. 
In  this  capacity  they  act  simply  as  Warehousebcen  for  their 
9i2stomers,  and  no  property  of  any  description  passes  to  them  in 
the  goods  deposited. 

The  banker  makes  no  charge  for  such  a  deposit,  he  is  therefore 
a  gratnitons  Bailee :  and  he  is  not  liable  for  any  loss  that  may 
occur  by  the  dishonesty  of  a  clerk  or  servant,  provided  that  he 
was  not  aware  of  his  servant's  dishonesty,  and  that  he  exercises 
that  degree  of  care  and  diligence  which  men  of  prudence  would  do 
in  their  own  affairs. 

OibUtiY.  McMuOen,  L.  R.,  2  P.  C,  817 ;  38  L.  J.,  P.  C,  26. 

A  banker  misappropriating  any  such  deposits  to  his  own  use 
would  be  indictable  under  the  Larceny  Act  24  &  25  Vict.  (1861), 
p,  96,  s.  75. 

On  a  Banker^ 8  Lien  on  his  Gv^tomefs  Securities, . 

9.  A  banker's  general  Lien  is  part  of  the  Law  Merchant, 
and  is  judicially  noticed  as  such. 

Brandao  v.  Bamett,  12  C.  &  F.,  787.    Bock  v.  Oorrisson,  2  De  G. 
F.  &  J.,  434.    Jones  v.  Peppercome,  Johns.,  430. 

A  banl^er.has  a  general   Lien  upon  all   Banking,  or  Paper 
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Secnrities  placed  in  his  handii  as  a  hanker  by  a  cusixHnery  for  his 
general  balance. 

Sacb  Paper  Secnrities  inclade  Bills,  Notes,  Excheqner  Bills, 
Stock,  Coupons,  Foreign  Bonds,  and  others  of  a  similar  nature. 

And  his  Lien  extends  over  these  securities,  not  only  for  debts 
which  have  already  accrued,  but  for  those  which  may  accrue,  such 
as  bills  discounted,  or  for  a  bill  accepted  for  his  customer's 
accommodation. 

Unless  there  be  a  special  contract  relating  to  these  particular 
chattels,  taking  them  out  of  the  general  rule. 

But  to  do  this,  the  particular  contract  must  be  inconsistent  with 
the  notion  of  a  general  Lien. 

Davis  V.  Bowsher,  6  T.  R.,  488.  Bolland  t.  By  grave,  Ry.  A  Moo., 
271.  Jourdaine  v.  JLefevre,  1  Esp.,  65.  Scott  v.  Franklin,  15  East., 
428.     Wylde  v.  Radford,  33  L.  J.,  Chano.  63. 

But  this  general  Lien  does  not  extend  to  Securities  which 
are  not  Banking,  or  Negotiable  Securities,  unless  by  special 
contract. 

A  customer  deposited  with  his  banker  a  deed  of  conveyance  in- 
cluding two  distinct  properties,  with  a  memorandum  pledging  one 
of  them  as  security  for  his  general  balance.  Held  that  the  banker 
had  no  lien  on  the  other  property. 

Wylde  V.  Radford,  33  L.  J.,  Chan.  61. 

A  customer  by  deed  gave  his  banker  a  security  over  his 
estate  to  cover  a  debt  which  was  then  due :  held  that  it  only 
applied  to  the  actually  existing  debt,  and  was  not  a  continuing 
security  for  the  floating  balance. 

Re  Medewe's  trust,  26  Beav.,  688. 

A  banker  has  no  lien  on  any  plate,  jewels,  cash,  or  securities 
contained  in  a  box  deposited  with  him  in  his  character  of  Ware- 
houseman and  not  as  banker  (a). 

Even  though  he  has  recovered  judgment  in  an  action  against 
his  customer  for  a  balance  due  on  his  account  (ft). 

(a)  Brandao  v.  Bamett,  12  C.  &  F.,  809.  Wylde  v.  Radford,  S3 
L.  J.,  Chano.  63. 

(6)  Leese  v.  Martin,  L.  B.,  17  Eq.,  224. 

A  banker   has  no  Lien   on   a   customer's  balance  for  bills 
discounted  for  him,  during  the  currency  of  the  bills. 
Bower  v.  Foreign  dt  Col.  Qaa  Co.,  22  W.  B.,  740. 

If  securities  be  offered  to   a   banker  for  a  loan  which  he 
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Tetmm  (0) :  or  on  9  eondiliiiQ  whkfa  is  not  fulfilled   {h)  1  tbe 
banker  has  no  Lien  on  ttiem  Ibr  his  geoeral  baknoe. 

#)  JNrlM  T,  Gray,  a  L.  J^  GbUKS.  230. 

If  ft  Trmtee^  in  Ttolatioi:!  of  his  Inat^  pledges  lecajicks  with 
his  backer,  ]ht  trust  will  ortiride  ttie  Lieu^  and  the  banker 
CWLOot  retain  them. 

IfaiiMft^t/nd  T,  TciJeiiuin,  1  ColL,  C  CL,  670.  Jfoore  ▼-  /rrrir^ 
t  Col.,  C.  C,  m  PinktU  v*  ITrf^Ar,  1  Han,  120  {  affirmed  is 
I>on,  P^M-,  M  Jf (trr^ty  t.  Piitifcfti;  tt  0.  A  F.,  701^  BailUt  t. 
JforiTtf^an,  39  BeiftT.,  17?^  StorJtJbow  v.  CtmrnUu  ^  ^«rv«y.  30  Ij. 
J.,  Cbsais.  42L 

But  wher^  an  executrix  pledged  title  deeds  with  &  bank  as  a 
eaLtirity  for  a  loan  which  she  spent  in  riolBtion  of  a  brtist,  it  waa 
held  that  tiie  bank  haviDg  no  notice  of  the  breach  of  troat^  had  a 
Lien  on  the  deeds. 

A  Banker  has  a  Lien  on  banking  ee^nntiea  pledgi^  with 
him  bj  a  coBtomer  if  he  has  no  notice,  or  reasonable  canae  to 
b^Iiere-*  that  the?  belong  to  another  person ;  but  if  he  reoeiTes 
■onoe  siiat  uicy,  m  BMX^  00  bekng  to  anoiiier  penon,  he  li«i  oo 
Lim  fisr  any  advance  he  majr  make  after  leeeiTing  aodi  noting 
nor  for  his  general  faahmoe. 

Locke  T.  Pre$eoU,  82  Bear.,  961. 

A  cestui  que  trust  being  indebted  to  a  bank  at  wfaidi  the 
trust  aooonnt  was  kept,  gave  the  bank  a  Lien  on  his  ahare  of  tlie 
tanst  fhnd,  and  gave  notice  to  one  of  the  trostees  to  pay  his  abaitf 
into  his  aooonnt  with  the  bank :  held  that  this  waa  a  vaKd  and 
irrevocable  assignment  of  the  fhnd,  and  that  the  bank's  Lien  pre- 
vailed against  the  costonaer's  assignees  in  bankruptcy. 

ExparU  Steward,  8  M.  D.  <t  De  G.,  265. 

A  debtor  deposited  title  deeds  with  his  creditor  as  Becoritf 
nntil  his  debt  should  be  rednoed  to  £100 ;  he  died  indebted  to  hit 
creditor  in  £274 :  held  tiiat  the  creditor's  Lien  extended  to  tiie 
whole  £274. 

Athttm  T.  DaiUm,  2  €oL,  665. 

An  equitable  mortgage  by  the  oocnpier  of  landa^  miliar 
honsesy  machinery,  and  premises,  gives  the  depositee  a  Lien  on  aU 
fixtnree,  whether  erected  before  or  after  the  deposit,  induding 
those  removeable,  as  between  landlord  and  tenant. 

Ex  pane  Price,  2  M.  D.  <t  De  O.,  518.  Ex  parte  Zdyd^  8  Deae^ 
A  G.,765.    &EiNiitei3nKui«o(Ni,l  M.D.ADBG..6S1.    Mm  wmu 


A  BANKIBB^S  LIES.  4S7 

CowiU,  17  L.  J.  Bank.,  16.  Ex  parte  BenXley,  3  H.  D.  A  De  O., 
591.  Ex  parte  Wilson,  4  D.  &  Gh.,  148.  ExparU  Cotton,  2  M.  D. 
&  De  G.,  725.    Ea  parte  Reynal,  S  M.  D.  A  Be  G.,  443. 

A  banker  took  from  one  partner  of  a  firm  a  legal  mortgage 
oyer  property  which  he  knew  belonged  to  the  partnership,  as 
secoritj  for  a  private  debt  of  that  partner :  held  that  the  rights  of 
the  other  partner  prevailed  over  the  banker's  Lien. 
Cavander  y.  B%dteel,  L.  B.,  9  Ch.  Ap.,  79. 

A  customer  kept   three   accounts  at  a  bank;  and  received 
advances  from  the  bank,  which  were  entered  in  one  of  them.    He 
sent  securities  to  the  bank  to  cover  a  fresh  advance.    Held  that 
the  bank  had  a  Lien  on  these  securities  for  the  general  balance. 
In  re  European  Bankt  L.  B.,  6  Ch.  Ap.,  41. 

A  company  can  create  an  equitable  mortgage  by  the 
deposit  of  deeds,  without  complying  with  the  formalities  prescribed 
by  their  deed  of  constitution  for  executing  legal  mortgages ;  and 
a  banker  is  entitled  to  the  same  Lien  on  such  deeds  as  if  they  had 
been  deposited  by  a  private  person. 

Ex  parte  National  Bank,  L.  B.,  14  Eq.,  507.. 

A  banker  has  no  lien  on  the  balance  of  a  partner  on  his 
separate  account  for  a  debt  due  to  him  from  the  firm. 

Watts  v.  Christie,  11  Beav.,  546. 

A  firm  had  an  account  with  a  bank,  and  one  of  the  partners 
had  also  a  separate  account  with  it.  The  bank  discounted 
a  promissory  note  of  the  partner  upon  his  depositing  certain  shares 
as  security :  these  shares  afterwards  became  the  property  of  the 
firm,  which  failed,  being  indebted  to  the  bank.  Held  that  the 
bank  held  them  only  as  security  for  the  debt  of  the  partner,  and 
had  no  Lien  on  them  for  the  debt  due  from  the  partnership. 
Ex  parte  MeKenna,  80  L.  J.,  Bank.,  20. 

If  a  banker  takes  a  security  payable  at  a  fbture  day,  his 
Lien  is  gone. 

CoweU  V.  Simpson,  16  Yes.,  280.    Hewison  v.  Guthrie,  8  Soott,  298. 

The  directors  of  a  colonial  banking  company  were  em- 
powered by  their  deed  to  issue  shares  on  such  terms  as  they 
pleased;  and  it  was  also  provided  that  they  should  have  a  Lien 
on  such  shares  for  any  debt  of  such  shareholder.  They  issued 
ahares  with  powers  of  attorney,  to  enaUe  the  holders  to  remit 
them  to  England  and  deal  with  them  as  negotiable  tecnritiet. 
Held  that  they  had  no  Lien  on  sudi  shares. 
Hunier  v.  Stewart,  4  De  O.  F.  A  J.,  168. 
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Tie  Baskstpict  tf  m  Ctaraxn:  acrr-orF  ibmI 
MUTCII.  Ceidit. 

10.  DiRctIf  m  cfwtenwipr  »  bsnkrnpt  be  v  eamnerckDj  dnd, 
sad  he  lias  losi  aH  power  6»  deal  wifeii  Iub  pfopcrtj,  wiiidi  is  gone 
l»  hdi  creditoRk 

Conaeqaaid J,  a  banker  nuj  nrvwv  waoef  ob  s  Iwnkmpi  eaft> 
tomer^a  accoant,  beeaoae  lie  does  m  as  fenartee  lor  tiie  crediton; 
hit  he  maA  not  psf  mwmj  aaj  bmxkj  k>  hk  coBkoaier^s  order 
slier  notice  of  hk  buiknipicj,  and  if  he  does  ao^  he  wiD  haTe  lo 
lefimd  it  to  the  creditoia*  ami  he  will  not  be  aQowed  to  pnyre  lor 
it  voder  the  fiat. 

Vermm  t.  HtoUtr^,  S  T.B^  111. 

Where  m  Bank,  bj  ipecial  ^reonait  with  m  cnsftomery 
retained  a  sam  of  mooej  as  aecnrirf  for  biOs  dBoounted,  and  the 
coitomer  afterwards  became  bankrupt,  it  was  hdd  fmtitied  Id 
retain  this  som  against  Ihe  aesigneeB. 

Tke  CluxrUred  Bamk  of  Imti^  ^lutraiM,  mmd  CMmm  T.  &«at»  91 
L.  T.,  N.  S.,  41X7. 

On  the  bankroptcj  ci  a  cnstomer,  eadi  bill  of  his  imder 
disGoont  is  to  be  treated  as  a  separate  debt,  and  the  bank  cannot 
recover  the  fnll  amoont  of  the  bill  from  the  other  parties,  and 
receive  the  dividend  npon  it  from  the  banknipt*s  estate  as  welL 

Ex  parte  Hormbtf.  De  G.,  6^.  Ex  parte  Holau*^  \  Deac,  83.  Ex 
parte  Brook,  2  Bose,  334. 

A  banker,  knowing  that  his  customer  had  committed  an 
act  of  bankmptcjy  took  from  a  snretv,  who  did  not  know  of  this 
act  of  bankrnptcjy  a  gnarantj  to  secore  all  debts  then,  or  to 
become^  due  from  the  customer  to  a  given  amount ;  which  the 
snretj  paid  without  spedfjing  which  portion  of  the  debt  it  should 
be  applied  to.  Held  that  it  was  to  be  applied  to  the  portioai 
proveable  under  the  fiat,  and  not  that  which  was  not  proveable. 
Ex  parU  Sharp,  3  M.  D.  <fc  De  G.,  490. 
A  creditor  generally  may  apply  any  security  he  holds  to 
discharge  whichever  debt  of«the  bankrupt  debtor  he  pleases. 

Ei  parte  Havard :  ex  parte  Arkley,  Cooke*s  Bank.  Laws,  147, 148. 
Ex  parte  Hunter,  6  Yes.,  94.  Ex  parte  Joknsan^  3  De  G.  M.  A 
G..  218. 

The  holder  of  a  bill  of  exchange  has  no  Lien  on  any 
jecnrities  given  by  the  drawer  to  the  acceptor  to  protect  his  ao^ 
ceptance,  so  long  as  the  parties  are  solvent :  but  if  they  £aO,  the 
holder  has  then  a  lien  on  these  securities  to  discharge  the  bill. 
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But  this  doctrine  does  not  apply  when  the  drawee  has  not 
accepted  the  bills ;  nor  in  any  case  where  the  creditor  has  not 
doable  rights  against  both  firms  (b):  nor  when  either  the  drawer 
or  acceptor  is  a  joint  stock  company  which  has  been  ordered  to  be 
wound  np,  unless  it  can  be  shewn  that  the  company  is  insolvent  (c)* 

(a)  ExparU  Waring,  19  Yes.,  346. 
(6)  Vaughan  v.  HaUiday,  L.  B.,  9  Ch.  Ap.,  661. 
(c)  Hickie  db  Co.'a  case,  L.  B.,  4  Eq.,  226. 
Set-off  and   Mutual   Credit        By    the    common    law   of 
England  if  two  persons  were  mntnally  indebted,  and  one  brought 
an  action  against  the  other  for  payment  of  his  debt,  the  other 
could  not  plead  that  the  first  was  also  indebted  to  him ;  he  was 
obliged  to  pay  his  debt  first ;  and  then,  if  he  chose,  he  might 
bring  an  action  to  recover  payment  of  his  own  debt 

The  (Courts  of  Equity,  however,  adopting  the  Law  of  the 
Pandects  of  Justinian,  recognised  the  principle  that  when  two 
parties  were  mutually  indebted,  the  debt  of  one  should  be  seUoff, 
or  subtracted  from  the  other,  and  the  balance  only  should  be 
payable.  The  want  of  this  practice  in  law  was  found,  as  commerce 
increased,  to  be  productive  of  great  injustice  in  the  case  of  bank- 
rupts. Persons  who  owed  debts  to  bankrupts  were  obliged  to  pay 
their  debts  in  full,  and  then  they  received  only  a  dividend  on 
what  the  bankrupt  owed  them. 

The  principle  of  ^eUoff  was  allowed  in  the  case  of  bankrupts,  by 
Statute  4  Anne,  c.  17,  and  afterwards  in  the  Insolvent  Debtors' 
Act. 

At  last  two  general  Statutes  were  passed,  2  Geo.  II.,  c.  22,  s.  18, 
and  8  Geo.  II.,  c.  24,  s.  1,  called  the  Statutes  of  Set-oflf,  which 
gave  a  general  right  of  set-off,  or  Gompensatum,  in  the  case  of 
mutual  debts :  that  is,  in  the  case  of  ascertained  money  demands. 

But,  under  these  Statutes,  the  respective  claims  must  be 
existing  legal  debts :  hence,  a  debt  could  not  be  set-off  against 
damages  sought  to  be  recovered  in  an  action :  as  if  a  banker  had 
damaged  his  customer's  credit  by  his  conduct,  a  debt  owed  to  him 
by  his  customer  could  not  be  set-off  against  it.  Nor  can  a  debt 
barred  by  the  Statute  of  Limitations  be  set-off  against  an  existing 
one.  Nor  by  these  Statutes  could  a  debt,  only  to  arise  at  a  future 
time,  as  on  a  bill  or  note  not  yet  due,  be  set-off  against  an 
existing  debt. 

The  debts,  therefore,  must  be  due  and  payable  at  the  time  of 
the  action,  and  also  at  the  trial. 


4M0  THlOBr  AMD  VBAXmCB  09  h£KBXQ. 

The  SeUa  alio  mlirtbditrioiljriinitiial:  henoe^if  ftflnbfldelhr 
•  partDendiip  Mai,  a  debt  doe  from  some  meniben  of  the  Ann 
eonld  not  be  nt-ofll  If  a  fiim  be  Biied»  tbsj  ooaU  not  aet^iff 
debtt  dne  to  some  of  them.  One  partner,  howerer,  maj  *M»  a 
debt  dne  to  the  paztnarahip  by  aetting-^rfT  against  it  a  debt  dne 
fromhimael£ 

The  Btatntea  only  permit  aet-off  in  the  case  of  mntnally  existing 
l^;al  debts.  Bnt  the  BankmpU^  Act  goes  ftirther;  it  allowa the 
set-ofF  of  mntoal  endU,  as  wdl  as  of  mntoal  d$bti;  and  mntoal 
iniS  is  more  eztensiye  than  mntoal  ML 

There  is  mntoal  credit,  fhongfa  one  of  the  daims  ooostitnting  it 
b  not  ytt  dne,  as  in  the  case  of  a  bond,  bill»  or  not^  pt^aUe  at  a 
ftitnre  tlnte* 

Thns  if  a  banker  isindoneeof  a  bill  of  a  bankrupt  aooqitoror 
indcnrser,  and  the  acceptor  or  indorser  holds  an  equivalent  amount 
of  the  banker^s  notes  payable  on  denumd,  there  is  a  mutual  credit 
and  the  banker  taiay  setoff  one  against  the  other. 

A  Bin  accepted  Ibr  the  bankrupfa  accommodation  is  wittiin  the 
mntnal  credit  clause^  and  may^  under  the  Bankrupt  Acts,  be  set- 
off  against  a  demand  by  the  assignees  for  money  had  and  received 
to  their  use  after  the  bankruptcy. 

If  a  banker^  however^  commits  a  breach  of  trust,  as  if  he 
receives  bills  or  notes  with  orders  to  apply  their  proceeds  to  a 
particular  purpose,  and,  instead  of  doing  so,  converts  them  to  his 
own  use,  he  could  not  plead  set-off. 

Mutual  credit  and  a  Lien  do  not  destroy  each  other. 

Clark  Y.  Fell,  4  B.  <fe  Ad.,  404.    Ex  parU  Bameti,  L.  B.,  9  Ghanfi. 
Ap.  298. 

Under  the  Bankrupt  Act  a  set-off  is  available  in  all  actions, 
-whether  for  debt  or  damages. 

Under  the  term  mutual  credit — the  credit  need  not  necessarily 
be  given  in  money.  Thus,  if  goods  be  deposited  with  the 
authority  to  convert  them  into  money,  that  may  be  pleaded  as  set- 
off. Thus  the  mutual  credit  must  be  such  as  was  intended  to 
terminate  in  a  debt.  This  is  manifestly  the  same  principle  as 
applies  to  biUs  and  notes  not  yet  due. 

Mutual  credit,  however,  must  actually  exist  at  the  time  between 
the  bankrupt;  therefore,  when  the  defendant  promised  to  indorse 
a  bill  to  the  bankrupt,  in  consideration  of  his  acceptance,  it  was 
held  not  to  be  mutual  credit. 
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On  SecurUiM  given  by  Third  PofrttM  to  Bankeri  to  9ecure 
advances  to  their  customeri. 

II.  We  have  now  given  what  appears  to  ns  to  be  necessary  to 
explain  the  relations  between  a  banker  and  his  cnstomer^  and 
secnrities  given  by  the  onstomer ;  we  have  now  to  consider  the 
case  where  strangers  give  secnrities  to  bankers  on  behalf  of  their 
costomerSy  which  are  mnch  more  strictly  interpreted  than 
secnrities  given  by  the  customer  himself. 

The  general  rede  is  this — ^That  if  a  person  gives  a  guaranty  to 
a  banking  firm  to  secure  advances  made  or  to  be  made  to  another 
firm  as  customers^  if  any  change  takes  place  in  either  firm^  either 
from  death  or  the  withdrawal  of  any  partner ;  or  the  adoption  of 
a  new  one ;  the  guaranty  holds  good  as  to  any  operations  which 
have  abeady  been  commenced  but  not  completed  before  the  change: 
as^  for  instance^  to  bills  accepted,  discounted,  or  negotiated  before 
the  change,  but  which  did  not  become  payable  till  after  it;  but  it 
then  becomes  ipso  facto  void  and  determined  as  regards  any  new 
transactions! 

These  doctrines  having  been  estabUshed  by  a  host  of  cases  were 
confirmed  by  Statute,  19  &  20  Vict.  (1856),  c.  97,  s.  4— 

^'  No  promise  to  answer  for  the  debt,  de&nlt,  or  miscarriage  of 
another,  made  to  a  firm  consisting  of  two  or  more  persons,  or  to  a 
single  person  trading  under  the  name  of  a  firm :  and  no  promise 
to  answer  for  the  debt,  default,  or  miscarriage  of  a  firm  consisting 
of  two  or  more  persons,  or  of  a  single  person  trading  under  the 
name  of  a  firm,  shall  be  binding  on  the  person  making  such 
promise,  in  respect  of  anything  done  or  omitted  to  be  done,  after 
a  change  shall  have  taken  place  in  any  one  or  more  of  the  persons 
constituting  the  firm,  or  in  the  person  trading  under  the  name  of 
a  firm,  unless  the  intention  of  the  parties  that  such  promise  shall 
continue  to  be  binding,  notwithstanding  such  change,  shall  appear,, 
either  by  express  stipulation,  or  by  necessary  implication  from  the 
nature  of  the  firm,  or  otherwise." 

If,  therefore,  it  be  the  intention  that  the  guaranty  shoald  be  a 
continuing  security,  notwithstanding  any  change  in  either  or  both 
of  the  firms,  such  a  stipulation  must  be  clearly  set  forth  in  it. 

A  guaranty  is  also  vitiated  if  the  banker  deviates  in  the 
slightest  degree  from  its  precise  terms,  for  there  is,  in  fact,  a 
dealing  between  the  banker  and  his  customer  to  which  the  guar- 
antor has  never  consented. 


B^ie  ISM  m  ^giun^  WpkeA  to  liate  ike  etmABet^^  it 
iro0  gi?«i  for  stated  on  tii6ilBk)e<xf  it;  bat  bjr  the  Mmxuitile  Lbw 
,4fm>P>ilmii»fc  Actv  18  A 1^  Yiot  (ia56),  a  97,  B.  9,  it  is  enacted— 

iof  this  Act  to  Mswer  fbr  the  debV  de&nilt»  or  mflnanlage  <ar 
^iWtberperBoik^beiiig  iawritiiqiVflnd  signed  bjr  tibeparfy  t6he 
lebaig^  therewith,  or  some  oOer  peison  by  hnn  therranto  bn^ 
fti^  aath<nifled,  shall  be  deemed  fnvalid  to  siq^port  an  acHbn,  soil^ 
lBro(|ii9r|Hmeedtiig  tof^aigethepencm^b^  sodi  pionuse 

4i4Lh»Te  been  made^  Iqr  leaaon  only  that  the  oonrideratioii  1k^ 
fndi  prcMEoise  does  not  aj^iear  ia  writzng^or  l^  neoesBaiy  infeenoe 
^kom  a  mitten  docmnent." 

EvmiM  Y.  WhffU,  &  Aug., 486.    Mifn  r.Sartrop,  8  Madd^  »I* 

AnherY.Sale,Amo%n4Ai.    WMUlm  y,  SM^6  JL  Ad^m, 

Bonor  Y.  JfacdonaM,  8  H.  L.  Ga.,  286. 

If  the  banker  adTanoes  to  his  customs  aaun  in  excess  of  ib» 

Ismi  gnarianteed,  that  is  not  a  Tadation  of  the  tenns  uf  the 

l^osiranty. 

SeUen  y.  Jonet,  16  H.  A  W.,  118.  Parker  y.  ?Rm,  6  M.  ft  8.; 
847.    LaurU  r.  SchoUJUld,  L.  B.,  4  0.  P.,  628. 

If  a  surety  guarantees  a  fixed  som^  and  the  banker  advances  to 
his  cnstomer  beyond  the  sam  fixed,  and  the  customer  becomes 
bankrupt^  the  surety  is  only  liable  for  the  sum  he  guaranteed,  less 
the  amount  of  any  dividend  on  the  bankrupt's  estate. 

Ex  parte  Rtuhfarth,  10  Ves.,  409.  Foley  v.  Field,  12  Ves.,  435. 
Bardwell  y.  Lydall,  7  Bing.,  489.  Raikei  y.  Todd,  8  Ad.  A  E.,  846: 
Ex  parte  Brook,  2  Bose,  334.  Ex  parte  Holmes,  M.  A  Ch.,  301. 
Gee  V.  Pack,  33  L.  J.,  Q.  B.,  49. 

But  a  guaranty  is  not  determined  by  the  death  of  the  guar* 
antor,  so  long  as  the  obligation  is  uncompleted. 
Bradbury  v.  Morgan,  1  H.  &  C,  249. 

A  guaranty,  even  though  it  states  a  specified  time,  is  always 
tx)untermandable — except,  of  course,  as  regards  any  advances 
made  under  it. 

Offord  V.  Davies,  12  C.  B.,  N.  S.,  748. 
Any  variation  between   the   precise  terms  of  the   guaranty 
and  the  actual  dealing  between  the  banker  and  the  debtor  wilt 
avoid  the  guaranty. 

Qlyn  V.  Hertel,  8  Taunt.,  208.  Bacon  v.  Chesney,  1  Stark.,  N. 
P.  C,  192.  Bonser  y.  Cox,  6  Beav.,  110.  The  General  Steaiii 
Navigation  Co,  v.  Bolt,  6  0.  B.,  N.  S.,  650.  Calvert  v.  the  London 
Docks  Co,,  2  Keen,  ^8. 
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A  guaranty  will  be  oonstraed  most  Btrictly  against  the  grantor. 
Mason  v.  Pritchard,  12  East.,  227.    Mayor  v.  lioaCt  6  M.  <!k  W., 
606.     Wood  V.  Priestnevj  L.  B.,  2  Exoh.,  66. 

An  omission  or  misstatement  of  facts  which  affects  the 
guarantor's  responsibility  will  avoid  the  guaranty  (a). 

But  an  omission  to  state  facts  which  do  not  affect  the  guarantor's 
responsibility  will  not  do  so  (b). 

If  the  creditor  knows  that  the  principal  has  committed  an  act 
of  dishonesty,  and  does  not  inform  the  surety^  he  is  discharged  (c). 

(a)  Pidcoek  v.  Buhop,  8  B.  <t  C,  605.  Jaakion  y.  Duchaire,  8  T. 
B.,  551.  Mayhew  v.  CrickeU,  2  Swanst.,  198.  Glyn  T.  HerUl,  8 
Taunt.,  208.  Stone  y.  CompUm,  6  Bing.,  N.  C,  142.  Pledge  y. 
Bu8$,  John.,  663.  Swan  y.  Bank  of  Scotland,  1  Daw.,  272.  Blest  y. 
Brown,  8  Jar.,  N.  S.,  603.    Lee  y.  Jones,  17  C.  B.,  N.  S.,  482. 

(b)  Hamilton  y.  WaUon,  12  CL  &  F.,  109.  North  British  Insurancfi 
Co,  y.  Lloyd,  10  Exch.,  623. 

(c)  PhilUps  y.  FoxaU,  L.  B.,  7  Q.  B.,  666. 

If  the  Creditor^  without  the  surety's  knowledge  and 
consent,  gives  the  principal  debtor  time  by  a  positive  legal  con- 
tract which  suspends  his  right  of  action  against  him — and  is  not 
a  mere  forbearance  to  sue :  or  if  he  obtains  execution  against  him 
and  then  withdraws  it  (1) :  or  agrees  that  the  debtor's  estate  shall 
be  administered  for  the  benefit  of  the  creditors,  ''in  like  manner  as 
if  he  had  obtained  a  discharge  in  bankruptcy  "  (2) :  the  surety  is 
discharged  (a). 

But  not  if  it  is  done  with  the  surety's  knowledge  and  consent  {b)» 

(a)  Niitbet  y.  Smith,  2  Bro.  C.  C,  579.  Bees  y.  BerringUm,  ^ 
Yes.,  Jan.,  540.  Samuell  y.  Howarth,  8  Her.,  272.  CreighUm  y. 
Rankin,  1  CLAV,,  846.  Eyre  y.  Everett,  2  Bom.,  881.  Heath  y. 
Key,  1  T.  4:  Jer.,  484.  HoweU  y.  Jones,  1  C.  H.  <t  B.,  97.  Combe 
V.  Woolfe,  8  Bing.,  166.  Orme  y.  Young,  Holt,  N.  P.  C,  84.  Boultbee 
y.  Stubbt,  18  Ves.,  20.  Bank  of  Ireland  y.  Beresford,  6  Daw,  288. 
Perfect  y.  Musgrave,  6  Price,  111. 

(1)  Mayhew  y.  Criekett,  2  Swanst.,  191. 

(2)  Cragoe  y.  Jones,  L.  B.,  8  Exeh.,  81. 
(6)  Tyson  y.  Coz,  Tom.  <t  Bom.,  898. 

But  an  additional  and   collateral   security  which   does  not 
suspend  the  creditor's  right  of  action  does  not  discharge  the  surety. 
Twopenny  y.   Young,  S  B.  A  C,  208.    BeU  t.  BasUts,  8  M.  A 
G..  2.58. 

If  the  principal  debtor  is  discharged  by  operation  of  law, 
as  by  a  certificate  of  bankruptcy,  the  surety  is  not  discharged. 

Brown  v.  Carr,  7  Bm^,  HW.  homgdaU  t.  Parry,  2  Dov.  k 
By.,  887. 


V 


^1M      vmmit  hm  wMkvrmm^  m 

It  ihs   cftodite  Hdsbi  %  wtotaUsf  4xf  •  lill^flr  *  ofdiKf  incb 
«i  ft  qpedaUy  iiKtoid  of  a  simpfe  <x»^^ 
aiid  the  soie^  is  duohtfged* 

But  If  the  lemeid^  ttgsfaiBt  th6  wnonty  is  iUpiMJIf  iwxifin  ni 
the  speoialfyi  the  smefy  k  not  ideaaed,  ereii  fhoiq^  it  li  g|fik 
wuiiiiiUi  1118  KDowiecige* 

Eor  a  specialty  to  operate  as  a  merger  it  nmst  «ofwifid 
tflEadtyin  fwiamnt  atid  nftii  the  parties^  with  Ine  fRiii|ne  OMiteaotb 

iflS  p&fU  CMSVRNfVf  SaflKi  B«  V*f  SSv*     JBS  ^MfSV   WMMHRlNipi 

fiadk^aO^i^.   AijMff«iOtfbni,aT«ik,8QS.   £m|m  T.Jfoyer, 
1lf<wiirr,L>B.,5  gp^i.    italeMV*fifodiiv,Ii.B.»7  O.P^4. 

If  liie    holder  of  a   aeen^  agrets  with   the  princq^ 

Mblor  to  g^Te  time  ix>  tibe  soxqAJj  he  thevdbjf  dischargea  (he 

amety* 

OHmCoI  mMMcM  €0.  ▼•  OMTWidil  Co^  Ik  B^  7  Oh.  Ay^  140. 

On  a$  Afft0friatim  ^  P§ifmmi9. 

12.  If  a  debtor  owes  seyeral  debts  to  a  creditor  he  ms^ 
appropriate  or  impute  any  payment  he  makes  to  whichever  of  the 
debts  he  pleases,  if  he  declares  his  intention  at  the  time  of  making 
the  payment  (a). 

And  such  an  appropriation  may  be  implied  from  cir- 
cmnstancesy  even  though  not  e^ressly  declared  {h). 

{a)  Anon.  Oro.  Eliz^  68.  PUauVs  case,  6  Co.,  117b.  Peten  v. 
Anderson,  B  Tatiat.,  596.  Malcolm  v.  8eoU,  6  Hare,  670.  SnUth  v. 
Smithy  9  Beay.,  80.  Waugh  v.  Wrvn^  11  W.  &.,  2i4.  Ex  parte 
Bqfael  del  Sar,  1  De  G.  <fe  J.«  152. 

Ih)  Shaw  Y.  PicUm,  iB.&  a,  715.  Young  y.  EnglUh,  7  Beay., 
10.  Stoveld  y.  Bade,  4  Bing.,  154.  Waters  y.  Tompkisu,  2  C.  H. 
A  B.,  723.  Knight  y.  Bovoyer,  4  De  G.  d  J.,  619.  Pearl  y.  Deacon, 
24  Beay.,  186.  MarryaU  y.  White,  2  Stark.,  102.  Newmareh  y. 
Clay,  14  East.,  239.  TayZor  y.  Kymer,  8  B.  <t  Ad.,  820.  Wright  y. 
BickUng,  L.  B.,  2  C.  P.,  199.  iiTos^  y.  Hodgson,  6  De  G.  M.  A 
G.,  474.  Hennikcr  y.  fTtpp,  4  Q.  B.,  792.  WiUiamson  y.  JRovlifi- 
•on,  10  J.  B.,  Moore,  871.  Pease  y.  Hirst,  10  B.  ft  O.,  1^ 
Ftclip^mT.  fTtcJk^ffi,  K.  &  J.,  478. 

If  the  debtor  makes  no  appropriation  at  the  time  of  the 
payment,  the  creditor  may  appropriate  it  to  whidiever  debt 
he  pleases  (a). 

Apd  he  may  do  this  at  any  time  before  trial  (i). 
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The  appropriation  is  not  complete  until  he  has  notified  it 
to  his  debtor,  bat  when  it  is  once  notified  he  cannot  revoke  it  {c). 

The  creditor  cannot  impropriate  the  payment  to  an  illegal 
debt  (d). 

Bnt  he  may  do  so  to  one  npon  which  the  remedy  only  is 
barred  by  a  Statnte,  or  by  a  legal  technicality  (e). 

If  one  debt  be  certain,  and  another  donbtM  or  uncertain, 
he  mnst  appropriate  it  to  the  certain  debt  (/). 

(a)  Goddard  V.  Cox,  2  Stra.,  1194.  Blowv,  Cutting,  2  &trA.^119i. 
Hall  V.  Wood,  14  East.,  243il  Kirhy  v.  Duke  of  MarUwrough,  2  H. 
&  S.,  18.  Hutchinson  y.  BeU,  1  Taunt.,  564.  Bawton  v.  Benmant, 
6  Esp.,  N.  P.  C,  26.  Peters  ▼.  Anderson,  B  Taunt.,  ff06.  Grigg  t. 
Cocks,  4  Sim.,  438.  Bosanquet  v.  Wray,  6  Taunt,  597.  Nush  Y. 
Hodgson,  6  De  Q.  M.  <t  G.,  474. 

(b)  Philpott  V.  Jones,  2  A.  <t  E.,  44.  Sinuon  t.  Ingham,  2  B.  A 
C,  65.  Williams  y.  ChrijffUh,  5  M.  <!k  W.,  800.  Nash  y.  Hodgson,  6 
De  a.  M.  &  G.,  474. 

(c)  Eraser  y.  Birch,  3  Enapp.,  880.  Bodenham  y.  Pwrehas,  2  B. 
A  Aid.,  89.  Bani  0/ Scotland  y.(7M9t{«,  8  CAP.,  214.  Wiekham 
y.  ITicikAam,  2  E.  A  J.,  478. 

(d)  Wnght  y.  £ain^,8  B.  &  C,  166.  £« iNirte  ikHuUtffon,  2  Bea. 
A  Ch.,  534.    i2td&ant  y.  Criehett,  1  B.  <t  P.,  264. 

(e)  lft/Z«  y.  FoviiEes,  5  Bing.,  N.  C,  455.  PMZi^ott  y.  Jones,  2  A 
A  E.,  41.  Cruikshanks  y.  iSoftf,  1  Moo.  A  B.,  100.  Arnold  t. 
ilfayor  0/  Poole,  4  M.  <ft  G.,  860.  Lamprell  y.  Billerieay  Union,  8 
Exch.,  283. 

(/)  Qoddard  y.  Hodges,  1  G.  <t  M.,  88.    B«my.  BoiUUm,  2  a  B., 

476.   Goddard  y.  Cox,  2  Str.,  1194.  J^omM  y.  CftOd,  2  Cr.  <t  Jer.,  678. 

If  neither  the  debtor  nor  the  creditor  appropriates  thepayment, 

and  none  can  be  presumed  from  circomstances,  the  Law  will 

appropriate  it  to  tiie  discharge  of  the  earlier  debts. 

ClayUm's  ease,  1  Mer.,  608.    Bodenham  y.  Purchas,  2  B.  <t  Aid., 

89.    Field  y.  Carr,  5  Bing.,  18.    PemberUm  T.  Oakes,  4  Bum.,  154. 

£riiiifOfi  y.  Ingham,  2B,A  C,  65.    Brooke  y.  Enderhy^i  B.  A  B.,  70. 

StemdaU  y.  Hankinson,  1  Sim.,  898.    Smith  y.  Wigley,  8  ICo.  <t  8o.» 

174.    B<mU«  y.  Caddick,  2  H.  <t  N.,  826.    HoOofid  t.  Tud,  7  Hare, 

50.    SUbel  y.  Spnngfield,  12  W.  B.  Q.  B.,  78.    Re  Medew^s  trust, 

26  Beay.,  592.    Merriman  y.  fTard,  1J,A  H.,  871.    Scot<  v.  Beale, 

6  Jur.,  N.  S.,  559. 

An  executor  cannot  alter  a  preyions  appropriation  of  payments 

so  as  to  revire  a  liability  on  the  estate  which  has  already  been 

extinguished. 

Merriman  y.  Ward,  1  J.  A  H.,  871. 


18.    Baii][en  nofe  only  ham  thdr  own  eostoiien^  bnt  ilief  aol^ j 
at  %eDt8  and^xawapcmcteiitB  of oAer  basken.    lliey  aie  tibeireise 
the  agents  of  an  agrat  *^ 

^  A  coitoiQer  fteqaentfyjeqmtea  bia  banker  to  peribnn  womeiatf 
fbr  him  which  can  ontf  be  done  hj  his  emph^ing  another  baniar  ^ 
aitB fiaianbe;  and  even  aometimeB  that  agent  empkjing  aaodier 
agenL  In  theae  aoeoeariye  agenoieB  kflaeamay  happen  qi^  in-^^ 
liKimtij  in  tite  comae  of  trade,  lb  all  aiioh  caaea  the  banker 
iMCigWfly  empbjed  ia  UaUe  to  his  coatoiner^  becanae  it  was  he 
who  obaaethe  ageni  who  made  the  loaa :  or  who  choae  the  agent 
wh^  choae  the  agent  who  made  the  loiaa.  TheEefoie,  the  fint 
bfadpGfr  mxiat  bear  the  loaa  as  zegaids  hie  cuatcnner,  and  then  have 
i|(Di^juae  againat  hia  own  a^ 

Lord  North*i  ea$e,  Djer,  161.    Matthews  t.  HaifdM,  9  "Ktp^  H. 
T.  (L,  609. .  Maekeny  Y.Bam9aff$,  9  CL  A  ¥ixk.,  BIS. 

2  If  a  coatomer  pa;!^  in  a  anm  of  money  to  hta  own  banka-^  witti 
direcfciona  to  him  to  remit  it  to  another  banker^  and  tibe  first 
banker  liula  before  he  haa  done  ao^  the  property  in  it  lemaina 
with  the  cnstomer. 

Farley  t.  Turner,  26  L.  J.,  Chanc,  710. 

On  Banking  Investments. 

'  14.  Though  a  banker  is  bound  theoretically  to  repay  every 
one  of  his  customers  instantly  on  demand,  yet,  as  no  man  what- 
ever would  spend  all  his  money  if  it  were  in  his  own  possession, 
but  would  keep  a  store  of  it,  and  spend  it  gradually,  so,  when 
he  keeps  it  at  his  banker's,  he  will  not  be  likely  to  require  it  all 
at  once,  but  will  keep  a  store  of  it  there,  just  as  he  would  have 
done  if  he  had  kept  it  at  home ;  and  the  banker  is  able  to  trade 
with  it  in  a  variety  of  ways,  if  he  takes  care  to  keep  by  him 
anffident  to  meet  any  demand  his  customers  are  likely  to  make 
on  him.  The  different  methods  in  which  a  banker  trades  with 
the  money  left  with  him  by  his  customers,  depend  very  much  on 
the  class  of  his  customers  and  their  occupations,  and  the  general 
business  of  the  locality  he  lives  in.  He  must  adapt  his  businesa 
in  such  a  way  as  may  be  most  suitable  for  the  class  of  customers 
he  has  to  deal  with  ;  so  that  he  may  never  fail,  for  an  instant,  to 
meet  any  demand*  If  his  customers  are  chiefly  country  gentle- 
men, whose  rents  are  remitted  regularly,  and  who  draw  them 
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cmly  for  family  expenditure,  he  may  calculate  pretty  accurately 
on  the  demand  likely  to  be  made  on  him,  and  he  may  lend  out 
his  funds  on  more  distant  securities  than  are  proper  in  other 
cases.  Such  are  chiefly  country  bankers  in  agricultural  districts^ 
and  those  at  the  West  End  of  London. 

But  when  a  banker  does  business  in  a  trading  community, 
who  are  in  constant  want  of  their  money,  and  whose  demands 
are  much  more  frequent  and  unexpected,  he  must  adopt  a  very 
different  line  of  business.  He  must  then  have  his  funds  within 
reach  at  a  very  short  notice,  and  he  ought  to  have  them  invested 
in  such  property  as  he  can  re-sell  on  a  very  short  notice,  to  meet 
any  unexpected  pressure  upon  him.  The  business  of  such  a 
banker  will  chiefly  consist  in  discounting  bills  of  exchange,  and 
is  of  a  distinct  nature  from  that  of  lending  money  on  mortgage. 

We  must  now  consider  the  various  methods  in  which  bankers 
trade.  They  are — Ist,  by  discounting  bills  of  exchange ;  2ndly, 
by  advancing  to  their  customers  on  their  own  promissory  not€»y 
with  or  without  collateral  security ;  Srdly,  by  means  of  cash 
credits,  or,  as  they  are  sometimes  called,  overdrawn  accounts ; 
4thly,  by  lending  money  on  mortgage;  5thly,  by  purchasing 
public  securities,  such  as  stock  or  Exchequer  bills. 

On  Discounting  Bills  of  Exchar^e. 

15.  In  Chap.  IV.,  sect.  3  we  have  ftilly  explained  the  nature  and 
origin  of  bills  of  exchange — in  the  present  Chapter  we  have  only 
to  make  some  practical  observations  on  the  subject. 

If  an  abundant  supply  of  perfectly  good  bills  of  exchange  were 
always  to  be  had,  they  are,  no  doubt,  the  most  eligible  of 
banking  investments,  for  their  date  is  fixed,  and  the  banker 
always  knows  the  precise  day  when  his  money  will  come  back 
to  him.  He  charges  the  profit  at  the  time  of  the  advance,  and 
he  gains  it,  whether  the  customer  draws  out  the  money  or  not ; 
and,  in  a  large  bank,  it  must  often  happen  that  drawers,  ac- 
ceptors, and  payees,  are  all  customers  of  the  same  bank,  so  that 
when  the  drawer  has  his  account  credited  with  the  proceeds  of 
the  bill,  and  draws  out  the  money,  so  far  as  he  is  oonoemed,  in 
many  cases  it  must  happen  that  the  cheque  finds  its  way  to  some 
one  who  is  a  customer  to  the  same  bank,  and,  therefore,  the  bank 
has  reaped  a  profit  on  creating  a  credit,  which  is  simpl;  traniftpci^ 


'm 
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&am  one  accmiut  to  another.  And  the  same  results  take  place 
much  more  frequently  by  means  of  the  system  of  cleaiiDg^ 
explained  m  the  next  Bection^  by  which  all  the  bante  that  join  in 
it,  are,  in  fact»  bat  one  great  banking  inBtitntion.  If  it  sbonld 
happen  that  a  cujBtomer  of  one  of  the  great  banks  draws  a  cheque 
in  favonr  of  the  co^tomer  of  another,  the  chancea  are,  that  gome 
cnfltomer  of  that  other  bank  has  done  precisely  the  same  in 
favonr  of  a  customer  of  the  first  bank^  and  the^  claims  are 
aettled  by  means  of  the  Clearing  House,  by  being  set  off  one 
against  the  other,  without  any  demand  whatever  for  coin.  The 
more  perfect^  of  couree,  the  clearing  Bystem,  the  lea«  coin  will  be 
required.  Consequently,  the  greater  part  of  banking  profits  are 
now  made  simply  by  creating  creditg,  and  these  credits  are  paid, 
not  in  cash,  bnt  by  exchanging  them  for  other  credited 

When  a  banker  discminU  a  bill  for  a  cnHtomer,  he  bays  it,  at 
pnrchases  it,  out  and  ont  from  him,  and  acqniree  all  his  en*' 
tomer's  rights  in  it,  that  is,  of  bringing  an  action  against  oU  the 
parties  to  it,  and  alM)  of  reselling  it  again  if  he  pleaaee,  or 
rp-dimmnfmjj  it,  and  this  is  one  of  the  great  advantages  of 
dJBOoanting  bills,  that  if  there  be  an  imimaal  preesore  for  audi 
on  the  banker,  he  oan  resell  the  bflls  he  has  bought. 

The  bills  a  banker,  then,  has  bought,  are  his  stock-in-trade. 
He  buys  them  from  his  own  customer  at  a  certain  price,  and 
sells  them  again  to  the  acceptor,  just  as  a  hosier  may  buy 
stockings  £rom  the  manufacturer,  and  sell  them  to  a  customer. 

When  a  banker  discounts  a  bill  he  writes  down  the  full  amount 
of  the  bill  to  the  credit  of  his  customer,  and  at  the  same  time  he 
debits  him  with  the  discount  on  it. 

We  have  obsenred  that  this  method  of  trading  is  more  pro- 
fitable than  interest,  and  the  profit  rapidly  increases  the  higher 
discount  is.  A  yery  slight  consideration  will  shew  this.  Sappoee 
a  money  lender  adyanoes  money  at  50  per  cent  interest.  He 
would  advance  his  customer  £100,  and  at  the  end  of  the  year 
reedive  his  £100  back,  together  with  the  £50.  His  profited 
therefore,  would  be  50  per  cent.  But  suppose  he  diac(nmt$  • 
bill  for  £100  at  50  per  cent.  He  would  only  actually  advanoa 
£50,  and  at  the  end  of  the  year  he  would  receive  £100,  oonse* 
quently  he  would  make  a  profit  of  100  per  cent 

If  the  lender  lent  the  money  at  1^  per  cent,  mterestf  he  wooki 
ftdvanoe  £100^  and  reodive  £200  at  the  end  of  the  year.    If  he 
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discounted  a  bill  at  100  per  cent.,  he  woald  advance  nothing, 
and  receive  £100  at  the  end  of  the  year,  or  his  profits  wonld  be' 
infinih  ! 

Nowy  without  incumbering  oorselyes  with  mathematical  lbr« 
mulsBy  we  may  give  a  table  shewing  the  difference  in  profit 
between  Interest  and  Discount: — 


Table  shewing  the  profits  per  cent,  and  per  annum  at  Interest 
and  Discount. 


Interest. 

Discoimt. 

Xntereet. 

DiBooont. 

1 

1-010101 

8i 

9-811475 

H 

1-522882 

9 

9-890109 

2 

2-040816 

H 

10*496183 

2i 

2-564102 

10 

11111111 

8 

8092788 

15 

18-828529 

8i 

8-626948 

20 

26-000000 

4 

4-166666 

80 

42-857142 

*i 

4-701570 

40 

66-666666 

5 

5-268157 

50 

100-000000 

H 

5-820105 

60 

150.000000 

.      6 

6-882968 

70 

288-000000 

6i 

6-951871 

80 

400-000000 

7 

7-526881 

90 

900-000000 

7i 

8-108108 

100 

InfiDJte. 

8 

8-695652 

A  consideration  of  this  table  will  explain  the  enormous  pro* 
fits  made  by  bankers  when  discount  is  high,  and  also  shew  what 
discounting  a  bill  at  50  and  60  per  cent. — which  we  occasionally 
hear  of  in  courts  of  law — ^means. 

The  system  of  discounting  bills  is  intended  to  be  the  sale  of 
hon&  fide  debts  for  work  done,  or  for  property  actually  trans* 
ferred  from  one  party  to  another,  and  there  is  nothing  that 
requires  more  sleepless  vigilance  on  the  part  of  a  banker  than 
to  take  care  that  the  debts  he  buys  are  genuine  and  not  fictitious 
ones.  When  bills  are  offered  finr  sate,  he  ought  to  know  whose 
VOL.  II.  2  e 
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debt  it  is  that  he  is  baying,  and  he  ought  to  be  able  to  fmik 
some  oonjecture  as  to  the  coarse  of  dealing  between  the  parties, 
which  conld  give  rise  to  the  bill.  Bills  shoald  not  only  be 
among  traders,  bat  only  according  to  a  particnlar  coarse  of  trade. 
We  will  speak  of  real  debts  in  the  first  place ;  and  these  may 
arise  in  a  namber  of  different  ways.  Firsts  between  traders  in 
the  same  bosiness,  and,  secondly,  between  traders  in  different 
species  of  basiness,  bat  yet  for  work  done.  If  we  take  the  case 
of  manafactared  or  imported  goods,  there  are  asaally  three 
stages  they  pass  throagh — 1st,  from  the  manafactarer  or  im- 
porter to  the  wholesale  dealer ;  2ndly,  from  the  wholesale 
dealer  to  the  retail  dealer ;  and  3rdly,  fit>m  the  retail  dealer  to 
the  consamer.  Each  transfer  of  property  may  give  rise  to  a  biU ; 
bat^  of  these,  the  first  two  are  by  far  the  most  eligible,  and  are 
most  pecaliarly  saitable  for  a  banker  to  bay,  the  third  shonld 
only  be  parchased  with  very  great  caation,  and  bat  rarely. 

There  are  other  cases  of  good  trade  bills,  when  one  business 
reqnires  the  sapply  of  different  prodactions,  sach  as  a  builder 
reqaires  sapplies  of  wood,  lead,  slates,  bricks,  and  other  materials* 

Hence,  a  bill  of  a  wood  merchant,  or  a  lead  merchant,  on  a 
bnilder,  wonld  be  a  very  natural  proceeding,  and  apparently  a 
proper  trade  bill.  Again,  bills  mav  legitimately  arise  between 
traders  of  wholly  different  descriptions,  but  yet  for  work  done. 
Thus,  if  a  builder  fits  up  premises  for  a  shopkeeper  or  merchant, 
a  bill  between  the  parties  for  the  work  done  is  a  very  legitimate 
one  for  a  banker  to  discount.  All  these  bills,  therefore,  follow  the 
natural  course  of  trade,  and  carry  the  appearance,  on  the  face  of 
them,  of  being  genuine. 

But  if  a  banker  sees  bills  drawn  against  the  natural  stream 
of  trade,  it  should  instantly  rouse  his  suspicion.  Thus,  a 
bill  drawn  by  a  wholesale  dealer  upon  a  manufacturer,  or  by  a 
retail  dealer  upon  a  wholesale  dealer,  would  be  contrary  to  the 
natural  course  of  trade,  and  should  arouse  suspicion.  A  bill 
drawn  by  a  lead  merchant  upon  a  builder  would  be  proper  on 
the  face  of  it,  if  there  were  nothing  to  excite  suspicion  ;  but  a 
bill  of  a  builder  upon  a  lead  merchant  would  be  srt^ciausy 
unless  it  were  satisfactorily  explained.  Moreover,  bills  of  one 
person  upon  another  doing  the  same  business  are  suspicious 
upon  the  face  of  them.  Thus,  a  bill  of  one  manufacturer  upon 
another  in  the  same  business,  or  between  one  wholesale  dealer 
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and  another,  are  evidently  suspicionSy  because  there  is  no  nsaal 
course  of  dealing  between  them.  Besides,  such  bills  are  chiefly 
generated  in  speculative  times,  when  commodities  change  hands 
repeatedly,  on  speculation  that  the  prices  will  rise.  Bankers 
should  be  particularly  on  their  guard  against  buying  bills  drawn 
against  articles  which  are  at  an  extravagant  price,  in  times  of 
speculation. 

As  it  by  no  means  commonly  happens  that  the  drawers  and 
acceptors  of  bills  are  customers  of  the  same  bank,  the  banker  is 
prima  facie  influenced  by  the  respectability  of  his  own  customer, 
who  is  the  drawer  or  indorser  of  the  bill.  He  ought,  however, 
to  acquire  specific  information  regarding  the  persons  upon 
whom  his  customers  are  in  the  habit  of  drawing,  and  satisfy 
himself  that  they  are  likely  to  be  genuine  bills.  And  this 
vigilance  should  never  be  relaxed  in  any  case  whatever.  We 
hold  it  to  be  utterly  contrary  to  all  sound  banking  to  take  bills 
merely  on  the  supposed  respectability  of  the  customer.  But  we 
believe  it  to  be  far  too  common  a  practice  to  look  merely  to  the 
customer's  account.  Customers  begin  by  getting  the  character 
of  being  respectable — they  bring,  perhaps,  good  bills  at  first — 
and  keep  good  balances ;  and  their  bills  are  punctually  met. 
This  regularity  and  punctuality  are  very  apt  to  throw  a  banker 
oflf  his  guard.  He  thinks  his  customer  is  a  most  respectable  man, 
doing  a  good  business ;  all  the  bills  are  taken  to  be  trade  bills. 
By-and-by  the  customer  applies  for  an  increased  discount  limit, 
on  account  of  his  flourishing  business.  The  banker  is  only  too 
happy  to  accommodate  so  promising  a  customer.  His  discounts 
swell  and  his  balances  diminish,  but  his  bills  are  still  well  met. 
However,  the  time  comes,  perhaps,  when  the  banker  thinks  it 
prudent  to  contract  his  business  generally,  and  this  may  be  one 
of  the  accounts  he  may  think  it  expedient  to  reduce ;  and  then 
he  makes  the  pleasant  discovery  that  there  are  no  such  persons 
at  all  as  the  acceptoi-s,  and  that  the  funds  for  meeting  all  these 
bills  have  been  got  from  himself! 

Such  cases  as  these  are  not  unlikely  to  happen  when  London 
houses  supply  small  country  tradesmen,  and  draw  bills  on  them* 
When  a  man  has  established  a  good  character,  it  is  impossible 
to  require  information  about  every  bill  before  it  is  discounted ; 
but  we  do  not  hesitate  to  say,  that  it  is  of  the  first  importance 
that  a  banker  should  be  constantly  probing  his  customer's  ac- 

2  G  2 
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ooontBy  many  vould  hare  been  col  ihori  m  a  < 
of  cnine— of  accnmolated  robberieB^  wfaidi  gcooaDy 
in  diaasler  to  the  bank. 

As  it  is  oonnazT  to  all  sound  prindples  of  t^MiVing  fo  dia- 
coimt  biHs  flolelj  on  the  cnstomerB  leFpectabilitr,  as  appearing 
fiom  his  acooont,  so  anj  cnstomef  should  be  regarded  with 
8D^>idon  who  is  noc  ready  and  willing  to  oommnnicate  interna- 
tion  to  his  banker  about  his  affairs.  If  he  will  noc  candidly 
eonunmiicate  the  state  of  his  affiurs  to  his  banker,  how  can  he 
expect  him  to  gire  him  assistance  in  the  day  of  troaUe  ?  Some 
cnstomerSy  howeTer,  are  mightily  indignant  if  their  banker  will 
DOC  disooont  their  bills  on  the  strength  of  their  names  without 
regard  to  the  acceptor.  Bat  as  sneh  a  practice  is  contrary 
to  Boond  banking,  so  it  will  inrariably  be  found  that  these 
are  not  desirable  costomers  to  hare,  and  it  woold  be  well 
Ibr  a  banker  qniedy  to  shake  off  his  connection  with  tKtm^ 
asy  in  the  long  mn,  they  wiU  probaUy  bring  him  more  kaa  thmn 
|xofiL 

So  mnch  for  discoonting  bills  of  exchange,  which  oonsisto  of 
buying  debts,  and  not  lending  money.  A  banker^  howeTer,  may 
DDC  always  be  able  to  find  a  sufficient  quantity  of  debts  to  boy,  to 
absorb  all  his  dbpoRahle  fonds,  or  he  may  not  choose  to  eokflaj 
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them  all  in  that  maimer ;  and  some  of  his  coBtomers  may  want 
a  temporary  loan  on  Becurity^  who  have  no  bills  to  sell.  Tho 
banker  takes  his  customer's  promissory  note  for  the  snm  payable 
at  the  date  agreed  npon»  and  also  a  deposit  of  the  conyertible 
security  as  collateral  security.  He  does  not  advance  on  the  goods 
or  security  itself— that  is  the  business  of  a  pawnbroker — but  on 
the  personal  obligation  of  his  customer,  and  the  securities  are 
only  to  be  resorted  to  in  case  of  the  failure  of  the  customer 
to  pay  his  debt  These  convertible  securities  are  chiefly  publio 
stock,  Bank  stock,  India  bonds,  shares  in  all  sorts  of  companies, 
railway,  bank,  insurance,  &c.,  dock  warrants,  bills  of  lading. 
Whenever  he  takes  any  of  these  as  collateral  security,  he  ought 
to  have  a  power  of  sale  from  his  customer,  in  case  he  fails  to 
discharge  his  obligation.  These  loans,  though  often  they  maj 
be  made  to  respectable  customers,  are  not  desirable  advances  for 
a  banker  to  make,  and  he  should  be  chary  in  encouraging  them 
too  much,  for  they  frequently  are  demanded  from  the  borrower 
having  locked  up  too  much  of  his  funds  in  an  unavailable  form ; 
consequently,  there  is  much  danger  of  the  obligations  not  being 
paid  at  maturity,  and  then  come  requests  for  renewals,  and  the 
banker  is  either  driven  to  the  unpleasant  necessity  of  realising 
this  security,  or  else  ifaving  his  temporary  advance  converted 
into  a  dead  loan. 

Persons  who  seek  for  such  advances  habitually,  are  most  pro- 
bably speculating  in  joint  stock  companies'  share.  They  buy 
up  shares  on  speculation,  which  they  hope  will  advance  in  price ; 
they  then  wish  to  pledge  the  shares  they  have  already  bought 
to  purchase  more,  then  perhaps,  a  turn  in  the  market  comes,  and 
the  value  of  the  whole  goes  down  rapidly ;  they  are  unable  to 
pay  their  note,  and  the  banker  may  perhaps  have  to  realise  the 
shares  at  a  loss.  During  the  railway  mania  of  1845,  a  number 
of  banks,  called  exchange  banks,  were  founded  expressly  on  this 
principle  of  making  advances  on  joint  stock  companies'  shares, 
especially  railway  shares ;  but  they  have  all  been  ruined,  and 
some  of  them,  we  believe,  suffei^  frightful  losses  from  the 
great  fall  in  the  value  of  railway  stock. 

The  objection  to  such  transactions  in  a  banking  point  <^ 
view  is  that  the  promissory  notes  of  these  customers  and  their 
securities  are  not  available  to  the  banker  in  case  he  is  pressed 
for  money.     Moreover,  they  are  barren,  isolated  traosactioa^ 
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which  lead  to  nothing;  whereas  a  diaooont  aoooant  promot^^ 
oommeroe,  and  grows  nuH«  profitable  as  the  busiiieas  of  the 
cnstomer  increases. 

There  is  also  a  rery  important  point  to  be  oonsideied  in  the 
shares  of  many  companies  whidi  are  offered  as  coUatoTal  secoritj, 
that,  by  the  deeds  of  the  companies,  no  property  in  the  shares 
passes,  except  by  the  registration  of  the  name  of  the  holder  in  Uieir 
books.  Now,  while  the  costomer  is  in  good  drcomstancest,  thera 
may  be  no  danger ;  bat  if  he  becomes  bankrupt,  Uie  banker  is 
not  entitled  to  retain  the  shares  against  the  other  creditoTB. 
If  the  bankrupt  is  the  registered  owner  of  the  shares,  his  creditors 
are  entitled  to  them,  consequently,  if  the  banker  means  to  com- 
plete his  secnrity,  he  mnst  hare  himself  roistered  as  the  owner 
of  die  shares,  and  thereby  become  a  partner  in  a  multitude  of 
joint  stock  companies,  of  whose  condition  he  can  know  nothing. 
Then,  perhaps,  calls  are  made,  and  the  banker  finds  that,  imMyi^ 
of  buying  a  security^  he  has  bought  a  liaMity,  and  he  mnst  pay 
up  the  calls,  or  forfeit  the  shares. 

All  such  advances,  therefore,  should  be  made  very  sparingly, 
and  only  with  such  surplus  cash  as  the  banker  may  not  be  able 
to  employ  in  baying  good  bills ;  and  they  should  only  be  made 
to  such  j>ersons  as  he  believes  to  be  perfectly  safe  without  the 
deposit  of  the  secnrity.  Xo  banker  would  make  such  an  advance 
if  he  really  believed  that  he  should  be  obliged  to  realise 
the  secnrity  to  repay  himself,  as  such  proceedings  will  always 
make  a  soreness  between  himself  and  his  customer,  who  will 
be  averse  to  seeing  bis  property  sold  at  a  sacrifice,  as  he  may 
call  it. 

Advances  on  dock  warrants,  and  other  similar  securities,  are 
also  liable  to  many  similar  objections,  and  should  be  very 
sparingly  done,  as  they  subject  a  banker  to  much  trouble  beyond 
the  line  of  his  proper  business,  and  are  indications  of  weakness 
in  a  costomer.  Many  customers  will  expect  to  have  loans  npon 
leasehold  or  freehold  pro}>erty  left  as  security,  but  these  are  the 
most  objectionable  of  all  as  collateral  securities.  Many,  if  not  the 
greater  [wrtion  of  leases,  prohibit  the  tenant  letting  the  property, 
without  the  written  |)ennission  of  the  landlord,  eonse<:|uently, 
such  leasehold  property  is  no  security  at  all  to  a  banker.  Free- 
hold j»rojK?rty  is  not  e.\i>osed  to  this  disadvantage,  but  the  procea 
of  realisation  is  so  uncertain,  and  long,  and  tediou*,  that   it  is 
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perfectly  unavailable  to  the  banker  in  ease  of  necessity.  In  fact, 
we  believe  the  best  rule  in  all  cases  of  loans  with  collateral  security 
(except  in  such  instances  as  public  stock)  is  to  avoid,  as  much  as 
possible,  making  them  to  any  one  who  is  not  perfectly  good 
without  them. 

16.  The  objection  to  cash  credits  on  the  part  of  London 
bankers  is  exactly  similar  to  advances  on  mortgage,  that  in 
time  of  pressure  it  is  very  difficult  to  call  up  the  advances, 
and  the  securities  are  not  generally  realisable.  But  if  cash 
credits  are  objectionable  still  more  are  purchases  of  foreign 
securities,  such  as  stock  in  foreign  railways.  Many  of  the 
Joint  Stock  Banks  that  stopped  payment  during  the  crises  of 
1857  and  1866  sinned  grievously  in  this  respect  of  locking  up 
their  funds  in  foreign  countries. 

If  temporary  loans  on  real  property  are  objectionable  aa 
securities  to  City  bankers,  much  more  so  are  mortgages,  which 
are  intended  by  their  very  nature  to  last  for  years.  Such 
transactions  are,  therefore,  chiefly  confined  to  country  bankers, 
and  those  at  the  West-end  of  London,  whose  connections  lie  more 
among  the  landed  than  the  commercial  interest,  and  who  are  not 
liable  to  be  called  upon  so  suddenly  for  cash. 

17.  Besides  these  operations,  all  of  which  are  founded  upon 
personal  liability — ^all  of  which  contain  personal  obligations  to 
pay  fixed  sums  of  money,  and  are,  therefore,  dealings  in 
*'  currency  " — bankers  usually  invest  part  of  their  ftinds  in  public 
securities,  which  are  supposed  to  be  more  readily  convertible 
into  cash  than  others.  Public  securities  are  of  two  descrip- 
tions— the  one  "currency,  or  securities  for  money,"  such  as 
Exchequer  bills — the  other  "  property,  or  convertible  securities,", 
such  as  stock,  or  the  funds;  the  former  being  an  engagement 
on  the  part  of  the  Exchequer  to  pay  a  certalin  sum  of  money, 
like  any  other  bill ;  and  the  latter  being  no  engagement  to 
repay  any  fixed  sum  at  all,  but  only  a  fixed  rent,  or  sum,  for 
its  use.  The  public  funds  are  a  great  estate,  of  which  the 
nation  is  tenant,  and  pays  a  rent  for  it,  solely  guaranteed  by  the 
public  faith. 

Each  description  of  public  securities  has  its  advantages  and 
disadvantages.    The  interest  on  public  stock  will  be  found,  in 


tlift  kog  nm,  to  be  Uglier  than  tfaoae ondlbar  deaoripticina  of 
poUic  aeearities;  bul  theie  ii  thifl  serioos  ameidflifttioD,  that 
tbe  Talne  of  theie  ^toeka  is  io  ezfcremely  SntitmJtmg,  that  when 
fmj  pablie  orisiB  ooiDe4»  and  baokera  wish  to  m0  Ibeir  stock,  the^ 
may  sustain  a  very  great  loss.  In  the  week  of  the  gnat  crisis  of 
1847,  when  many  banks  had  to  s^ll  stock  to  provide  for  oootin- 
gmam,  the  kMses  were  immense  when  they  bought  in  a^in  to 
zsplaoe  iL^  Another  disadvantage  regarding  stock  is,  that  all 
the  tnnaactioBs  of  bankers  most  become  known,  as  th^  have  to 
tiianafer  it  Ezcheqner  bilk  have  this  advantage,  that  a  banker 
esn  deal  in  them  wiftboat  its  being  known  to  any  one  bnt  tho:^ 
bmkev.  Bzcheqner  bills,  beis^,  like  any  other  promiasoiy  nols^. 
in  engagementof  the GoviMmment  to  pay  a  dsfinito  snm  of  money^* 
i|  is  not  probaUe  that  the  banker  can  ever  lose  so  miidii  on  them 
as  on  stock.  In  order  to  prevent  Exchequer  biUs  Ming  to  m^ 
disooont,  th^  always  bear  interest,  and,  in  oonseqnenoe  dl  ttus, 
a»  nsoally  at  a  iweminm ;  and  when,  by  the  change  in  the^ 
nadaet  rate  of  interest,  they  fall  to  a  disooont,  the  mteresfc  upmi 
them  is  usually  raised.  From  these  circumstances,  the  profit  of 
investment  in  Exchequer  bills  is  leas  than  from  stock. 

18.  Bankers  collect  money  from  those  who  have  it  to  spare, 
and  advance  it,  or  its  equivalent,  to  those  who  require  it. 
They  may  sometimes,  themselves,  be  in  a  similar  predicament. 
Sometimes  they  may  have  more  by  them  than  they  have  em- 
ployment for;  sometimes,  from  unusual  demands,  they  may  be 
in  want  of  temporary  advances*  There  is  a  class  of  persons  who 
undertake  this  great  equalising  process — namely,  the  bill  brokers. 
They  go  the  round  of  the  bankers  every  morning,  and  borrow 
fh>m  those  who  have  to  lend,  and  lend  to  those  who  want 
to  borrow. 

19.  At  the  present  day,  the  principle  of  association  has  been 
developed  to  a  much  greater  degree  than  ever  it  was  before. 
Companies  are  being  formed  for  all  manner  of  purposes.  When 
these  customers  apply  to  open  an  account  with  a  banker,  it  will 
generally  be  found  that  they  want  accommodation.  But  a  banker 
should  very  rarely  indeed  accommodate  the  company,  of  whose 
affairs  he  can  know  very  little.  He  should  never  grant  accommoda- 
tion to  such  a  company,  unless  he  is  well  assured  of  the  responsit' 
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bility  and  respectability  of  the  directors  themselves ;  and  if  he 
allows  the  company  to  have  accommodation,  it  should  be  only  oa 
the  personal  liability  of  the  directors.  He  shoold  reqnire  from 
them  a  joint  and  several  note,  payable  on  demand,  reserving  his 
right  against  the  company  only  as  a  collateral  security.  This 
course  will  be  found  to  be  attended  with  many  advantages, 
because,  if  anything  goes  wrong  with  the  company,  he  has  an 
immediate  remedy  without  any  trouble.  Whereas,  if  the  com- 
pany goes  into  the  Winding-up  Court,  it  will  be  a  considerable 
time  before  his  claim  can  be  settled ;  and  then  there  may  be  some 
technical  objection.  The  contributor  may  say  the  directors  had 
no  right  to  draw  bills  by  the  constitution  of  the  company,  or 
they  may  have  exceeded  their  power ;  and  then  he  may  have  to 
contest  his  claim  through  a  number  of  different  courts,  bringing 
him  nothing  but  vexation  and  anxiety. 

20.  In  February,  1876,  the  Sootch  banks  unanimously  agreed 
to  the  following  scale  of  charges — 

Table  of  Interest,  Discount^  and   Charges. 

I. — Intebest  on  Monby  Lodged. 

The  Rates  to  be  fixed,  from  time  to  time,  at  Meetings  of  the 
Banks  to  be  held  in  Edinburgh. 

Note. — No  interest  to  be  paid  on  other  than  regular  operative 
Accounts,  unless  the  Money  has  been  lodged  a  month.  Savings 
Banks  may,  according  to  the  discretion  of  earfi  Bank,  be  allowed 
upon  money  lodged  on  Deposit  Receipt,  ^  per  cent,  more  than  the 
ordinary  Deposit  Receipt  rate  for  the  time>  when  that  rate  is  not 
above  2^  per  cent. 

II.— Interest  on  Advances  on  Cubrbnt  Aooounts. 

The  Rates  to  be  fixed,  from  time  to  time,  at  Meetings  of  the 

Banks  to  be  held  in  Edinburgh, — but  the  charge  on  Overdrafts 

on  Cash  or  Deposit  Accounts  may  be  limited  to  the  Gash  Account 

Bate  m  special  cases  in  which  this  is  sanctioned  hy  the  Head  Office. 

III.— Discount  and  Commission  ok  Bills. 
The  Rates  of  Discount  to  be  fixed,  from  time  to  time,  at  Meet- 
ings of  the  Banks  to  be  held  in  {idiubuigh* 
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The  following  Bates  of  Commigsion  to  be  cbarged  on  Bills  other 
than  Locals  in  addition  to  the  DiBcoimt — 

On  Bilk  payable  in  Scotland,  1&  3d,  per  cent^     Maxlmom 

charge,  7eL  Gd. 

On  BilLa  payable  in  London,  no  Commission* 

On  Bilk  payable  elsewhere  in  England^  or  in  Ireland^  2s,  6d« 
per  cent. 

Exempt  from  charge — K  Bank  of  England  Post  Bills.  2.  Bills 
on  London  not  having  more  than  four  days  to  run  indnsiTe  of 
dajs  of  grace* 

On  Bills  payable  on  the  Continent  of  Europe  at  "  Exchange  as 
per  indar demerit,''  Discounted  BiUs^lOs,  per  cent,,  in  lien  of 
diseount.    Bills  lodged — see  below* 

IV- — Chahgeb  for  Neootiating  Docuhekts  Payabj^e 
ON  Demand. 

On  ChequBB  and  Drafts  on  Batikers  in  Scotland,  Is,  3d,  peroetit, 
Minimoni  charge^  6d.    Maximum  charge,  I5s- 

On  all  other  Cash  Dociiinents  payable  in  Scotland,  2s.  f^tL  per 
oent.  np  to  £400,  Minimum  charge,  6d.  For  each  additional 
£100,  or  part  of  £100,  Is.  8d.  per  cent.    Maximum  charge,  20s. 

Exempt  from  Charge — Cheques  drawn  by  the  Bank's  Customers 
on  any  other  Office  of  the  Bank,  when  presented  by  the  Customers 
personalli/y  by  Members  of  their  families,  or  by  persons  exclusively 
in  their  employment;  also  Cheques  on  Church  Accounts,  issued  in 
favour  of  Clergymen  or  Teachers,  Cheques  in  fevour  of  Religious 
or  Charitable  Institutions,  and  Cheques  issued  by  any  Goyemment 
Department. 

On  Documents  payable  in  London,  no  Commission. 

On  Documents  payable  elsewhere  in  England,  or  in  Ireland, 
2s.  6d.  per  cent.    Minimum  charge,  6d. 

Y. — Charges  for  Granting  Drafts  and  Making  Transfers 

BY  Advice. 
On  the  Bank's  Agents  or  Correspondents  in  London,  Drafts 
payable  an  demand — For  sums  up  to  £300,  2s.  per  cent;  minimum 
charge,  6d.;  for  sums  from  £300  to  £600,  uniform  charge,  6s.; 
for  sums  above  £600,  Is.  per  cent.  The  Stamp  to  be  charged 
in  addition,  and  each  Draft  or  Transfer  to  be  charged  for 
separately.    Drafts  payable  at  '^  Todays  after  dale  "  to  be  charged 
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the  Stamp  only.  When  at  a  shorter  currency,  or  at  a  currency  to 
cover  the  expense  of  the  Stamp,  the  difference  to  be  reckoned  at 
the  deposit  receipt  rate.  Transfers  by  advice  to  be  made  free,  if 
payment  be  postponed  10  days.  Drafts  for  remittance  of  Oovem-^ 
ment  Revmm  to  be  granted  at  11  days'  date,  free  of  Stamp  duty. 

On  the  Bank^s  Correspondents  elsewhere  in  England  or  in 
Ireland,  2s.  6d.  per  cent ;  minimum  charge,  6d.  The  stamp  to  be 
charged  in  addition. 

On  the  Bank's  Head  Office,  Branches,  or  Correspondents  in 
Scotland,  Is.  per  cent.;  maximum  charge,  10s.;  minimum  charge^ 
6d. ;  but  for  sums  of  £5  and  under,  8d.  The  Stamp  to  be  charged 
in  addition. 

E^xemptfrom  charge — 1.  Drafts  on  the  Bank's  Agents  or  Cor- 
respondents in  Scotland,  purchased  by  Collectors  of  Bevenue,  as 
such,  and  Remittances  to  Beligious  and  Charitable  Institutions. 
On  these  the  Stamp  alone  to  be  charged.  2.  Transfers  of  sums 
paid  in  by  Cu&X/omtr^  personally ^  by  Members  of  their  families,  or 
by  persons  exclusively  in  (heir  employmeni,  for  their  credit  at 
another  Office  of  the  Bank  in  Scotland ;  the  Stamp  to  be  charged 
when  a  Draft  is  given, 

VI. — Other  Charges. 

On  Retiring  Bills  in  London,  2s.  6d.  per  cent,  with  Interest 
due.  The  following  modified  charges  may  be  made,  at  th^  option 
of  each  Bank,  in  the  case  of  Customers  having  large  transactions^ 
viz. — For  the  first  £50,000  in  any  one  year,  2s.  6d.  per  cent.; 
for  the  second  £50,000  in  any  one  year.  Is,  6d.  per  cent.;  for  the 
excess  beyond  £100,000  in  any  one  year.  Is.  Od.  per  cent.,  charge- 
able at  the  end  of  the  year. 

On  Drafts  on  Demand  against  Credits  with  London,  English 
Provincial,  or  Irish  Correspondents,  3s.  per  cent  with  Interest 
due.  If  against  cash  deposited  vnthout  Interest,  same  rate  as  for 
drafts  on  London. 

On  Bills  payable  in  England  or  Ireland  recalled  before  maturity, 
28.  6d.  per  cent.  Bills  re-called  for  non-acceptance  only,  dis- 
cretionary. 

On  Discounted  Bills  or  other  Documents  payable  in  Scotland, 
returned  dishonoured,  2s.  6d.  per  cent,  with  Interest  due. 

On  Discounted  Bills  or  other  Documents  payable  elsewherey 
returned  dishonoured,  5s.  per  cent  with  Interest  due. 


On  acaeifteiioes  bj  the  Baiok,  or  their  Loudon  Corresponiemx, 
of  ForeigTi  Bills,  paj^able  in  Londcni :  If  sectUBd  bf  a  specuJ 
Deposit  of  the  ^mouiit,  6i.  per  oeoL  with  Inteicst  doe.  If  oo 
other  Becantj,  if  not  exceeding  three  months  in  Currency,  lOs.  per 
c^nt  with  Interest  dtae;  if  exceeding  3  months  In  currency,  15s. 
per  oenU  with  Interest  doe. 

On  Bilb  or  other  Doctimente  payable  In  the  United  Eingdoca 
]odgtd  for  Collection,  if  paid*  same  Commisdon  aa  on  similar 
Documentis  disoonnted :  if  di&hononred,  hidf  as  mmh  aa  on  smilar 
disconnted  documenta  dishononred* 

On  Bilk  or  other  Docmueiita  pajrabte  abroad^  lodged  for  ooHect- 
ion,  whether  paid  or  not,  5d*  per  cent,  in  addition  to  char^gea  pmd 
ont  bj  Bank« 

On  Pay,  DiTidenda,  or  Annuities  drawn  by  London  Cof^ 
re&pondenta,  except  d^r  regular  Cnstomers,  2^  6d,  per  oenk; 
tninimnm,  Is. ;  maximum,  5^ 

On  Pnrchases  of  Qoveniment  or  other  Stodc3r  in  London^  Sa. 
per  cent*  with  Interest  dne. 

On  Transfers  of  Government  or  other  Stocks,  wtthoat  pnrchaa^ 
diijscr&tionaryyacoording  to  troable  and  amount. 

On  Powers  of  Attorney  taken  ont»  and  Wills  oc  Deaths  proTed 
for  Transfer  of  Stock,  &c.^  discretionary,  according  to  trooUeybot 
not  leas  than  2s.  6d.  each. 

Note. — Bills  and  other  docnmenta  not  having  more  than  five  daip 
(o  run  to  be  cashed  by  the  Banks  wit^  each  other  withoat  charge. 

The  nsnal  discount  to  be  charged  for  the  additloiiai  days  oa 
Bills  of  longer  currency. 

In  all  matters  of  Charges,  Bkrwigk-on^Twekd  to  be  treated  as 
a  Scotch  Town. 

Qnestions  as  to  the  true  meaning  of  any  part  of  the  Scale,  ahaU 
be  decided  at  Meetings  of  the  Banks  to  be  held  in  Edinburgh. 
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Section   II. 
On    the    Clbaking    System. 

1.  We  must  now  explain  ihe  nature  of  the  Clearing  Sjstem, 
which  has  been  very  generally  misunderstood. 

It  is  nsnally  supposed  that  the  clearing  system  is  an  example  of 
the  great  principle  of  Compensation,  by  which  two  Debts  are  paid 
and  extinguished  by  being  set-off  or  exchanged  against  each  other, 
as  happened  at  the  great  fsdr  of  Lyons,  and  a  multitude  of  other 
fairs  on  the  continent. 

This,  however,  is  a  great  misconception:  and  a  comparisozi 
between  the  two  systems  will  clearly  illustrate  the  distinctionr 
between  Commercid  Credit  and  Banking  Credit.  The  one  is  only 
created  to  last  for  a  certain  definite  time,  and  is  extinguished 
along  with  the  documents  which  embody  it;  the  other  is  not 
intended  to  be  extinguished  at  any  definite  time;  and  is  not 
generally  extinguished  along  with  the  documents  which  em- 
body it. 

It  was  the  custom  in  a  great  many  parts  of  the  continent  for 
merchants  to  make  their  bills  payable  at  certain  great  fairs  which 
took  place  in  various  cities.  In  the  meantime  they  circulated 
throughout  the  country  and  got  covered  with  indorsements.  At 
these  fairs,  on  a  certain  day,  they  met  together  and  exchanged 
their  various  acceptances.  And  thus  the  paper  documents  and 
debts  were  extinguished  simultaneously  by  the  doctrine  of  com- 
pensation, or  set-off. 

The  purpose  and  effect  of  the  Clearing  System  are  very  different. 
When  any  number  of  customers  have  transactions  among  them- 
selves and  give  each  other  cheques  on  their  accounts,  if  the 
receivers  of  the  cheques  do  not  draw  out  the  money,  but  pay  them 
into  their  accounts,  the  credits  are  simply  transferred  from  one 
account  to  another.  The  paper  document  is  extinguished,  but  the 
credit  is  not  extinguished,  it  is  only  transferred :  and  it  may  be 
transferred  any  conceivable  number  of  times  from  one  account  to 
another  without  ever  being  extinguished  at  all.    In  all  such  cases, 
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therefore,  the  cheque  ib  a  mere  order  of  transfer ;  and  when  the 
credit  is  transferred  from  one  account  to  another,  the  docnment 
haa  effect^  its  purpose,  and  ia  caneeUed — but  the  credit  exists 
exactly  as  it  did  before* 

It  is  cxaetly  the  aarue  thing  with  a  Bank  note.  Suppose  a 
person  holding  a  banker's  noteB  pays  them  into  his  accoont,  the 
note  is  then  extinguished ;  but  the  credit  is  not  extinguished ;  the 
amount  is  entered  to  the  customer's  credit ;  and  he  has  exactly 
the  same  Eight  of  action  bs  before ;  and  the  banker^a  liability 
remains  exactly  as  it  was.  If  a  castomcr  pays  into  his  account 
the  notes  of  another  banker,  he  receives  a  credit  for  them  from 
his  own  banker ;  and  the  banker  has  then  a  claim  against  the 
other  banker.  The  Clearing  system  is  a  device  by  which  all  the 
banks  which  Join  in  it  are  formed  into  one  huge  institution  for 
the  purpose  of  transferring  Credits  irom  one  bank  to  another,  just 
in  the  same  way  as  Credits  are  transferred  from  one  account  to 
another  within  the  same  l>ank. 

The  first  plan  of  this  kind  in  this  country,  that  we  are  aware  of^ 
waa  adopted  by  the  banks  at  Edinburgh,  For  a  considerable  time 
the  rival  banks  used  to  do  all  they  could  to  injure  each  other. 
They  used  sometimes  to  coUecfc  a  large  quantity  of  each  other's 
notes,  and  present  them  for  payment,  in  the  hope  of  raining  their 
rivals.  At  last,  however,  they  became  sensible  that  this 
undignified  conduct  was  mutually  injurious,  and  they  agreed  that 
they  should  meet  twice  a  week  and  adjust  their  respective  daime^ 
and  that  they  should  make  no  demand  on  each  other  except  at 
these  times.  This  exchange  was  made  alternately  at  the  offices  of 
the  Bank  of  Scotland  and  the  Koyal  Bank.  The  different 
Edinburgh  banks  acted  as  agents  for  the  provincial  banks  of  issue, 
80  that  by  this  means  all  the  banks  in  Scotland  were  brought  into 
the  "  clearing  room."  The  clerk  of  each  bank  made  out  a  list  of 
his  claims  against,  and  liabilities  to,  each  of  the  others,  and  each 
bank  used  formerly  to  settle  its  debts  by  a  draft  at  ten  days'  on 
London.  Subsequently  to  this  another  plan  was  adopted  b? 
which  each  bank  was  obliged  to  keep  a  certain  amount  of  Ex* 
chequer  bills,  and  the  balances  were  paid  by  means  of  these 
Exchequer  bills.  This  plan,  however,  was  discontinued  in  1864, 
and  another  adopted,  which  is  now  in  force,  as  settled  in  Feb- 
ruary, 1876. 
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Rules  to  be  observed  at  the  Edinhurgh  Clearing  House, 

I.  The  Clearing  House  shall  be  opened  every  business  day, 
except  Saturday,  at  one  o'clock,  and  closed  at  fifteen  minutes  past 
one,  after  which  no  documents  shall  be  received.  On  Saturdays 
the  Clearing  house  shall  be  opened  at  eleven  o'clock,  and  closed  at 
fifteen  minutes  past  eleven. 

II.  The  Clearing  House  shall  not  be  opened  on  Bank  Holidays. 
On  half-holidays  it  shall  be  opened  at  ten  o'clock,  and  closed  at 
fifteen  minutes  past  ten. 

III.  Each  Bank  shall  be  represented  at  the  Clearing  House  by 
a  competent  clerk,  who  shall  deliver  and  receive  the  documents 
referable  to  his  Bank.  An  assistant  derk  shall  also  attend  when 
required,  that  there  may  be  no  delay  in  closing  the  clearing. 

IV.  Each  clerk  shall  be  furnished  with  a  set  of  books  for  the 
various  Banks,  in  which  the  documents  delivered  by  him  shall  be 
entered  and  summed  up  before  he  goes  to  the  Clearing  House,  and 
he  shall  hand  to  each  of  the  other  Banks  a  duplicate  list  along 
with  the  documents  delivered.  He  shall  also  be  furnished  with  a 
book  in  which  he  shall  strike  the  balances  against  him  or  in  his 
favour  with  the  other  Banks,  and  he  shall  not  leave  the  Clearing 
House  until  the  general  balance  is  completed. 

V.  Besides  orders  payable  on  demand  at  the  Banks  in  Edin- 
burgh (including  district  branches),  and  bills  domiciled  with  the 
head  oflBces  of  the  Banks  in  Edinburgh,  orders  or  bills  payable 
elsewhere  in  Scotland,  and  requiring  to  be  cashed  by  the  Banks 
with  each  other,  may  be  passed  through  the  Clearing  House, 
Although  the  general  rule  is  to  pass  all  clearing  documents 
through  the  Clearing  House,  it  shall  be  in  the  option  of  each 
Bank  to  collect  any  such  documents  in  cash. 

yi.  Each  document  shall  be  sufficiently  discharged  before 
being  sent  in,  and  shall  bear  a  Clearing  House  stamp  containing 
the  name  of  the  Bank  to  which  it  belongs,  and  the  date  of 
clearing,  in  addition  to  which,  if  it  has  been  cashed  at  a  district 
branch,  it  shall  bear  the  stamp  of  that  branch. 

VII.  Documents  passed  through  the  Clearing  House,  payable 
at  the  district  branches  of  banks  in  Edinburgh,  shall  be  forwarded 
in  time  for  presentation  the  next  morning. 

VIII.  Documents  drawn  on  the  head  office  of  any  Bank,  which 
are  not  duly  honoured,  shall  be  returned  on  same  day,  by  messen- 
ger to  the  head  office  of  the  Bank  to' which  they  were  cashed,  by 


S  o'clock  on  ordinary  daja,  and  12  M  on  SatundayB,  and  shall  he 
repaid  in  caeli.  Docnmente  payable  at  the  diatrict  brancbei^ 
which  are  not  dnly  hononred,  shall  be  retamed  through  the 
Clearing  Honee  on  the  day  after  that  on  which  they  were 
cleared  i  or  it  shall  be  optional  to  retoni  any  inch  docoment 
direct  by  messenger  to  the  office  at  which  it  was  ca^bed^  prodded 
that  thia  be  done  before  the  hour  of  clearings  on  the  day  after 
that  on  which  the  docnment  in  quesiion  was  paased  thmagh  the 
Oearing  House* 

IXp  All  docnments  returned  unpaid  Bhall  have  a  written  answer 
appended,  stating  the  cause  of  dishonour. 

X.  The  Banks  agree  to  dispense  with  the  indorsement  of 
country  exchange  Touchers,  passed  through  the  clearing. 

XL  The  Bank  of  Scotland  and  the  Royal  Bank  of  Scotland 
agree  to  undertake  the  aettlement  of  the  clearings  each  alternate 
mouth.  On  Monday^  Tuesday,  and  Thursday,  the  balauoea  ahall 
be  included  in  the  general  settlement  of  the  exchange  and 
clearing,  the  odd  ahilhngs  and  pence  being  ac<x)uuted  for 
in  cash.  On  other  days,  the  settling  Bank  will  receive  from 
those  Banks  which  are  Behiors  on  the  settlement^  and  give  to 
those  which  are  Oreditors,  exchange  vonchers  fiur  the  respective 
balances,  including  the  odd  shillings  and  pence,  within  one  hour 
after  the  dosing  of  the  Clearing  Honse,  and  these  vonchers  shatt 
be  brought  into  the  next  day's  clearing.  The  rules  for  condacting 
the  general  settlement  of  the  exchange  and  clearing  are  laid  dowa 
separately. — ^Neither  the  Bank  of  Scotland  nor  the  Royal  Bank  of 
Scotland  shall  incur  any  responsibility  whatever  in  respect  of 
these  transactions. 

XII.  All  expenses  connected  with  the  Clearing  House  shall  be 
borne  by  the  Banks  in  equal  proportions  and  shall  be  paid  bj 
tfaem  half-yearly. 
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Rules  to  be  observed  at  the  Exchanges  of  Notes  and  Oenerdt 
Settlements  of  Balances  between  0^  Banks  in  Edinburgh, 

I.  There  shall  be  exchanges  of  notes  and  general  settlements  of 
these  exchanges,  and  of  the  Clearing  House,  as  follows — 


- 

General  Settlement  of  Exchanges  and  Clearing. 

Exchange  of 

To  include 

Notes. 

On 

Notes. 

Clearings. 

Daily,  except 

Tuesday  at  2  p.m. 

Small  Notes  of  Sat- 

Tuesday. 

Monday,  at  10 

urday,  the  Notes  of 

a.m. 

Monday,   and  the 
Glasgow      Settle- 
ment  of  Tuesday 

Thursdi^  at  2  p.m. 

The  Notes  of  Tues- 

Wednesday and 

day  and  Wednes- 

Thursday. 

day  ;      also     the 

Country      Ex- 

changes   of  Wed- 

nesday,   and    the 

Glasgow  and  Leith 

Settlements        of 

Thursday. 

Also  on  Saturday, 

at     1.30    p.m., 

for  large  Notes 

only. 

Monday  at  2  p.  m. 

The  Notes  of  Thurs- 

Friday, Satur- 

day   and   Friday, 

day,   and 

and      the      large 

Monday. 

notes  of  Saturday; 

also  the  Glasgow 

and  Country  Ex- 

changes of  Satur- 

day. 

The  general  settlements  shall  be  made  by  the  clearing  derks. 

II.  When  Tuesday  is  a  holiday,  the  general  settlement  shaU  be 
made  on  Wednesday  ;  when  Thursday  is  a  holiday,  the  general 
settlement  shall  be  made  on  Friday  ;  when  Saturday  is  a  holiday, 
there  shall  be  an  exchange  on  Friday  afternoon ;  and  when 
Monday  is  a  holiday,  the  general  settlement  shaD  be  made  on 
Tuesday,  but  there  shall  be  no  exchange  of  notes  on  that  day. — 

VOL.  II.  2  H 
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Wiien  the  Term  day  falls  on  a  Batnniaj^  the  Exchange  ehall  meet 
in  the  aflernoon,  at  Eueh  honr  as  may  be  agreed  upon. 

IIL  The  clerks  shall  be  in  attendance  panctually  at  the  hotir 
stated,  jiftem  jninuU.^  after  which  the  doors  are  to  be  cloeed,  and 
the  Dotea  in  the  hands  of  the  Banks  not  represented  exdaded 
until  next  exchange*  Buch  Banks  shall,  howefer,  retire  by 
granting  bills  on  London  in  acf^rdant^  with  Rule  YIL,  the  notea 
brought  into  the  exchange  against  them  bj  other  Banks. 

IV.  Each  Bank  shall  be  represented  by  at  least  Iwo  clerks.  On 
arriving  at  the  Exchange  Room^  one  of  the  clerks  shall  deliver 
the  notes,  and  the  other  clerk  ahall  remain  in  the  boi  to  receive 
the  notes  from  the  other  Banks*  Unless  there  is  a  clerk  to 
feoeiye  them,  on  no  account  shall  any  notes  be  passed  through 
the  wickets.  No  one  shall  enter  the  box  of  another  Bank — 
the  door  must  be  kept  locked, 

V*  The  clertos  from  each  Bank  shall  al7  remain  in  the  Exchange 
Boom  until  the  whole  of  the  notes  received  by  them  have  been 
counted,  and  at  least  one  clerk  from  each  Bank  shall  remain  until 
the  whole  of  the  notes  dehvered  by  that  Bank  have  been  counted. 
The  notes  received  from  any  one  Bank  shall  not  be  mixed  with 
those  received  from  the  other  Banks,  until  they  have  been  found 
to  agree  with  the  specification  received  along  with  them.  In  case 
of  a  dispute  arising  on  any  occasion  as  to  the  amount  oontaino^ 
in  any  parcel  of  notes,  received  or  delivered  by  a  Bank,  which 
has  infringed  the  rules  in  this  clause,  such  Bank  shall,  in  the 
absence  of  oonclnsive  evidence  in  its  favour,  be  held  to  be  in  tlie 
WTong.-7-To  prevent  any  undue  delay  in  counting  the  notes,  each 
of  the  Banks  shall  provide  a  competent  staff  for  that  purpose,  to 
the  satisfaction  of  the  settling  Bank  of  the  day. 

YI.  The  settlements  shall  be  undertaken  each  alternate  month 
by  the  Bank  of  Scotland,  and  by  the  Royal  Bank  of  Scotland ; 
but  neither  Bank  shall  be  held  to  incur  any  responsibility  in 
respect  of  these  transactions. — On  Monday,  Tuesday,  and  Thore- 
daj,  the  balances  shall  be  included  in  the  general  settlement  rf 
^the  exchange  and  clearing.  On  Wednesday,  Friday,  and  Satur- 
day, unless  when  a  general  settlement  falls  on  any  of  these  day^ 
^e  settling  Bank  shall  grant  and  receive  vouchers  for  thd 
balances,  which  shall  be  carried  into  the  next  day's  clearing. 

YII.  When  the  balances  of  the  general  settlement  have  bec^ 
^l^ck,  the  settling  clerk  of  the  day-shall  at  once  enter  the  piir- 
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ticnlars  in  a  record  provided  for  that  purpose,  and  the  Banks  who 
are  debtors  in  the  settlement  shall,  on  the  same  day  before  the 
close  of  bosiness,  send  to  the  Banks  who  are  creditors  a  bill  or 
bills  on  London  for  the  respective  amounts  due.  These  bills  shall 
be  drawn  at  5/8  days'  date.  The  Banks  drawing  them  shall  bear 
the  expense  of  the  stamp-duty,  and 'shall,  on  delivering  them, 
pay  in  cash  to  the  respective  Banks  in  whose  favour  they  are 
drawn,  eight  days'  interest  on  the  amounts,  at  the  rate  of  3  per 
cent,  per  annum. 

VIII.  In  the  event  of  any  exchange  draft  being  dishonoured, 
without  prompt  and  satisfactory  explanation  of  the  cause,  the 
Bank  issuing  such  draft  shall  be  immediately  excluded  from  the 
Exchange  Room  and  Clearing  House. 

IX.  When  exchanges  are  established  in  provincial  towns,  the 
exchangeable  notes  received  at  the  agencies  there  must  wait  for 
the  return  of  the  next  local  exchange  day  ;  and  must  under  no 
pretext  be  forwarded  to  meet  the  exchanges  in  Edinburgh,  or  at 
the  other  agencies. 

X.  It  is  farther  understood  and  agreed,  in  consideration  of  the 
circulation  of  each  Bank  (other  than  what  may  be  issued  against 
gold  and  silver  coin),  being  fixed  and  limited  by  the  Act  8  and  9 
Vict.,  cap.  88,  that  the  Banks  shall  bring  to  the  Exchange  Room 
regularly,  at  their  head  offices  and  agencies,  all  the  exchangeable 
notes  which  they  receive  ;  and  that  under  no  circumstances  shall 
any  of  the  subscribing  Banks  issue  the  notes  of  another  Bank  of 
Issue  in  Scotland,  without  permission  first  asked  and  obtained. 

XI.  The  vouchers  of  the  Glasgow  Exchanges  shall  be  conveyed 
by  railway  guard ;  and  the  letters  containing  the  vouchers  shall 
be  delivered  by  the  guard  to  the  Clearing  House  messenger,  to  be 
delivered  by  him  personally  at  the  Banks  to  which  they  are 
addressed  in  Edinburgh. 

XII.  The  record  of  the  general  settlements  shall  be  open  for 
the  inspection  of  any  of  the  subscribing  Banks,  at  such  times  as 
may  be  convenient. 

XIII.  Any  of  the  parties  to  this  agreement  shall  be  entitled  to 
withdraw  from  it  on  giving  three  months'  notice. 

On  the  London  Clearing  House. 

2.  In  1775  some  of  the  London  bankers  established  a  similar 
daily  custom  among  themselves. 

2  H  2  ^ 
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We  win  now  ezphdn  the  edTintagei  and  cpeniaons  dP  ikt 
CSettring  Honae  in  dettiL 

Efery  banker  has  every  morning  cflaima  againat  moat^  if  noi  Ji$ 
of  hia  neighboon,  and,  of  oomae,  they  have  datma  agpinrt  hiob 
It  naed  to  be  the  coatom  Ibr  eveiy  banker,  the  firat  thing  in  fha 
morning,  to  aend  oot  a  nnmber  ot  derfca  to  colleofe  the  Debto  thil 
were  dne  to  him  from  hia  neig^boaia,  who,  of  oomae,  woe  obliged 
to  keep  caah  and  notea  to  meet  them.    The  Metrqpolia  ia  parti- 
tioned oot  into  diatricta  called  ^waDDB,**  and  eadi  deik  haa  la 
collect  aD  the  bilh,  cheqnee,  ^ec^  within  hia  walk.    These  daima 
are  caDed  lanker^  ehargBM,  and  were  paid  either  in  Bfaik  Nole% 
or  by  Cheqnea  drawn  npon  the  Bank  ot  England.    The  aUghte* 
reflection  will  ahew  the  waate  ot  Bank  notea  oaoaed  faj  tliia 
barbarona  and  dnmay  method  of  aettling  bankera*  ehai^gea.    It  k 
evident  that  a  very  large  amoont  of  Bank  notea  might  be  aamd 
if  the  bankera  had  aome  method  of  balandng  their  daima  againat 
each  other,  and  aetUing  only  the  diflbrence  in  Bank  notea.    What 
the  amount  of  Bank  notea  which  were  poaitivdy  waated  bj  tibia 
method  may  be,  is  not  very  easy  toteU.    It  was  stated  in  evidence^ 
before  the  Committee  of  the  Honae  of  Commons,  on  one  oocaaion^ 
that  one  bank  alone,  the  London  and  Westminster,  were  obliged 
to  keep  £150,000  of  notes  for  this  very  purpose,  which,  by  a 
better  method,  might  hare  been  set  free,  and  wonld  have,  to  aD 
intents  and  purposes,  been  so  much  additional  trading  capital 
Now,  if  this  bank  alone,  many  years  ago,  was  obliged  to  keep  this 
enormous  sum  unprofitable,  what  must  have  been  the  total  amount 
wasted  in  this  manner  by  all  the  bankers  ? 

About  1775  the  inconvenience  of  sending  out  to  collect  these 
charges  led  a  number  of  the  city  bankers  to  organise  an  exchange 
among  themselves,  on  a  similar  plan  to  that  ahready  practiaed 
among  the  banks  in  Edinburgh.  They  met  in  a  room,  and 
exchanged  their  mutual  claims  against  each  other,  and  paid  only 
the  difference  in  cash,  or  Bank  notes.  It  is  stated  in  the  Bullion 
Report,  that  in  the  year  1810  there  were  i6  bankers  who  denied; 
that  the  average  amount  of  drafts,  &c.,  passed  through  the 
Clearing  House  every  day  was  about  £4,700,000,  and  that  all  the 
balances  on  this  account  were  settled  by  about  £220,000  in  Bank 
notes.  The  Clearing  House  was  merely  an  assemblage  of  private 
bankers ;  when  the  joint  stock  banks  were  instituted  in  the  d^, 
they   were  rigidly  excluded  until   1854,  when  the  intolerable 
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inconrenience  caused  to  them  by  the  large  amount  of  notes  thej 
had  to  keep  idle  to  meet  the  "  charges/'  set  a  question  afloat  of 
organising  another  Clearing  House  among  themselves.  Moreover^ 
it  is  said,  that  the  private  bankers,  themselves,  felt  the  incon- 
venience of  the  heavy  "charges"  of  the  joint  stock  banks. 
Partly  owing  to  these  circumstances,  and  partly,  we  hope,  owing 
to  the  feeling  against  the  joint  stock  banks  having  abated,  the 
London  and  Westminster,  the  Union,  the  London  Joint  Stock, 
the  London  and  County,  and  the  Commercial  Banks,  were 
admitted  to  the  Clearing  House  in  August,  1854,  and  the 
Southwark  Branch  of  the  London  and  Westminster,  in  August, 
1855.  The  latter  being  remarkable,  not  only  as  a  branch  of  a 
bank  being  treated  as  an  independent  bank,  but  also  as  not  being 
in  the  City  of  London.  The  Bank  of  England  waTnot  admitted 
to  the  Clearing  House  till  1864. 

The  mode  of  doing  business  is  as  follows — ^The  bills  and 
cheques  which  each  banker  holds  on  the  other  clearing  banks, 
are  sorted  in  separate  parcels,  and  at  10*30  a  clerk  from  each 
bank  arrives  at  the  Clearing  House.  He  delivers  to  each  of  the 
other  clerks  the  obligations  he  has  against  his  house,  and  receives, 
from  each  the  obligations  due  from  his  own.  When  these 
obligations  are  interchanged,  each  clerk  returns  to  his  own  bank. 
The  same  process  is  repeated  at  2.30.  Each  bank  has  till  4.45  to 
decide  whether  it  will  honour  the  drafts  upon  it ;  if  it  does  not 
return  any  drafts  upon  it  before  that  hour,  it  is  held  to  have 
made  itself  liable  on  them  to  the  Clearing  House.  At  4.45  the 
business  closes,  and  the  accounts  are  made  up ;  and  so  admirable 
is  the  system,  that  in  settlement,  of  the  claims,  not  a  single  Bank 
note  or  sovereign  passes. 

Each  clearing  bank  keeps  an  account  at  the  Bank  of  England, 
and  the  inspector  of  the  Clearing  House  also  keeps  one.  Printed 
lists  of  the  clearing  banks  are  made  out  for  each  bank,  with  its 
own  name  at  the  head,  and  the  others  placed  in  a  column  in 
alphabetical  order  below  it.  On  the  left  side  of  these  names  is 
a  column  headed  "  Debtors,"  and  on  the  right  side  are  marked 
"  Creditors."  The  clerk  of  the  Clearing  House  then  makes  up 
the  accounts  between  each  bank,  and  the  difference  only  is 
entered  in  the  balance  sheet,  according  as  it  is  debtor  or  creditor. 
A  balance  is  then  struck  between  the  debtor  and  creditor 
columns,  and  the  paper  delivered  to  the  clerk,  who  takes  it  back 
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to  Us  <yfnk  huak.   Thd  baktio*  0mm  h  nol  jM  t^  » 
kom,  the  oCher  bsokm,  m  tmnisaAj^  bob  h  iMwMeiwMb.  i 
Cleiffiiig  Hmud,  uluch  keeps  an  aoeoiiii^  ilidf  at  tlie;  Bmek 
llbifjbmi.    The  aeooimti  tie  Mlled  bj  msaw  of  i^ 
oheq^  aj^irbpritriAd  to  iiiie  pnrpQae,  eaDed  ihmifir 
Thegr  ate  ot  t#o  cobiin»  white  aad  green,  Hie  white  irfMH 
Bank  has  to  pey  a  bda&ee  to  ilie  OlBesdog  Honie,  (lie  gieM 
il  ha^  to  leceite  a  balanoe  ftom  HL    They  aie  sigiieA  bgr 
aiMiiorisedoAciaioftheBank.    Hiib,  if  the  Bank  it  dbbter 
A^  balanoe^  il  gires  a 

imeLnisNT  atths  olbabin0 

HOUBK. 

London,  187 

ib  ttMOtaiknof  «lwB«ikitf  Xatfaiii. 

Jb  jpliOMd  to  %rm^fir  from  omr 
JiMmoiihe  oum  ^ 

oiodpUiM  it  to  the  eredU  of  iht  AeeomU 
pf  ike  Cltaring  Banheri^  and  cHlou)  it  to 
he  drawn  for  by  any  of  them  {with  the 
knowledge  of  either  of  the  Jnapectora, 
mgnified .  hy  his  eountereigning  the 
DrqftaJ. 

The  Certificate  has  been  leen  by  bm* 


ef 


H0U8«« 


IffT 


ATmjanBnaL/briA»0mqf 
hMo  AStdMntitar  Smu  sMNfe  At*  tiJb 
from  the  aeoomnt  qfMetors, 
to  the  AeeomU  ^  the  Ckarv^ 


For  the  Bank  of  En^and. 


Inspector. 
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If  the  Bank  is  creditor  on  the  .balance^  it  gives  a 
Orem  Ticket. 

SettUmerU  at  the  Clearing  ffoute^  SUUemeiU  at  the  Ckaring  Hotue. 


London,  187 

To  the  CaBhiers  of  the  Bank  of  England. 

Be  pleated  to  CREDIT  owr  AecowU 
the  Sntn  of 

out  of  the  money  at  the  credit  of  th^ 
account  of  the  Clearing  Bankera, 


Seen  by  me, 


Bauk  or  Enoland, 


187 


The  account  of  UeearB,  "* 

haa  tiUf  evening  leen  Cbsdxtbd  wilk  tk^ 
JSunqf 

% 
out  of  the  money  eU  ike  credit  qf  iko 
account  of  the  Clearing  Bankers, 

For  the  Bank  of  England.    * 


Inspector  at  the  Clearing  House. 


By  this  admirable  system^  transactions  to  the  amount  of  many 
millions  daily  are  settled  withont  the  intervention  of  a  single 
Bank  note. 

The  two  methods  which  London  bankers  have  of  settling 
their  mutual  claims,  which  we  have  described,  by  collecting  the 
charges  in  the  morning,  and  by  the  Clearing  House,  suggest 
several  important  reflections  upon  the  circulating  medium,  and 
the  Act  of  1844.  That  Act  fixed,  the  sum  of  £14,000,000,  since 
extended  to  £15,000,000,  as  the  limit  below  which  the  require- 
ments of  business  would  probably  not  permit  the  internal  circu- 
lation to  fall.  But  there  is  this  objection  to  it,  that  it  was 
fixed  with  reference  to  a  particular  method  of  doing  husinesa. 
If  all  the  London  bankers  were  admitted  to  the  Clearing  House, 
there  would  inunediately  be  a  very  large  quantity  of  Bank  notes 
disengaged  from  business,  and  they  would  either  disappear  fix>m 
circulation  altogether,  or  else  they  might  be  employed  as  fresh 
capital  in  discounting  bills  and  making  loans.  On  the  other 
hand,  let  us  suppose  the  Clearing  House  dissolved,  and  the 
clearing  banks  to  revert  to  the  barbarous  method  of  settling 
their  mutual  claims  practised  by  the  non-clearing  banks,  several 
millions  of  Bank  notes  would  be  required  to  settle  their  claiin&, 
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« 
We  are  satisfied  that  between  iheae  two  eztrane  'matliodft  of 
traii8actingbii8ineBa---eitlier  there  beiiig  no  Glearuig  Houe  it  al^ 
and  all  the  banks  demanding  payment  from  each  other  of  their 
claims  in  Bank  notes^  and,  on  the  other  hand»  aD  the  buAa 
entering  the  Clearing  Hoose,  there  would  be  a  diflbrenoe  of  Bank 
notes  neoessaiy  to  transact  the  same  amonnt  of  bosbess  of  not 
kfli  than  £12,000,000.    Now,  it  is  perlbotlj  manifest,  that  if  the 
Clearing  Hoose  were  dissolved,  the  additional  qnantilj  of  Bank 
Qotes  neoessaiy  to  transact  bosinees  would  not  in  any  waj  afiet- 
prioes  or  business ;  nor  if  all  the  banks  were  to  enter  it,  oould 
the  qnanti^  of  Bank  notes  withdrawn  from  ciifnktion  aflbot 
prioes  or  bosmess.    Conseqnently,  we  observe^  that  the  qwantify 
of  Bank  notes  requisite  to  transact  bosiness  depends  toej  mnch 
on  the  partioalar  method  of  settUng  claims. 

It  appears,  then,  to  ns  to  be  a  ftmdamental  and  phikaophieal 
objection  to  all  attempts  to  fix  the  nmnerical  amount  of  Badt 
notes  which  may  be  issued  by  the  Bank,  that  it  depends  rerj 
much  on  the  method  of  doing  business  what  amoont  wiD  be 
required.  Consequently,  if  any  Act  fixes  that  amount^  and  a 
change  takes  place  in  the  method  of  doing  business,  it  must  neces- 
sarily be  fatal  to  the  principle  of  such  an  Act.  And  these  remarks 
touch  not  merely  the  Act  of  1844,  but  some  of  the  objections 
to  it;  for,  in  the  first  place,  if  the  method  of  doing  business 
upon  which  the  Act  is  founded,  be  improved  so  as  to 
dispense  with  a  large  quantity  of  the  notes  permitted  to  be 
issued  by  the  Act,  the  Act  fkils  in  this— ^that  it  contains  no 
power  to  compel  these  notes  which  are  so  disengaged,  to  be 
withdrawn  from  circulation,  which,  if  the  principles  of  the  Act 
were  true,  would  be  a  redundancy  of  the  currency.  On  the 
other  hand,  those  persons  who  complain  of  the  restricted  amount 
allowed  to  be  issued  by  the  Act,  should,  in  the  first  instance, 
economise  the  use  of  those  already  permitted  to  be  issued  to  the 
greatest  possible  extent,  before  they  demand  new  issues.  Now, 
an  improved  method  of  doing  business  by  the  London  bankers 
would  certainly  liberate  a  very  large  amount  of  Bank  notes,  which 
are  at  present,  as  we  may  say,  wasted,  and  afford  so  much  relief 
to  the  alleged  contraction  of  the  currency. 

The  operations  of  the  Clearing  House  also  enable  us  to  dispel 
a  very  prevalent  error  among  those  persons  who  maintain  that  bills 
of  exchange  are  not  "currency"  or  circulating  medium,  because 
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they  can  only  be  discharged  by  payment  of  money.  Even  if 
Bach  an  assertion  were  tme,  it  would  not  affect  the  question  in 
any  way,  but  the  assertion  itself  is  wholly  erroneous.  It  is  not 
true  that  bills  of  exchange  can  only  be  discharged  by  payment 
in  money.  Bills  of  exchange  to  the  amount  of  millions  are  daily 
discharged  without  any  coin  whateyer,  just  in  the  same  manner 
as  cheques  are.  A  bill  of  exchange,  on  the  day  it  matures, 
becomes  a  cheque ;  a  cheque  is  nothing  but  a  bill  of  exchange 
payable  to  bearer  on  demand.  Now,  let  us  take  the  case  of  a 
wholesale  dealer  who  accepts  bills  to  a  manufiEicturer,  and  draws 
bills  upon  retail  dealers.  When  he  opens  a  discount  account 
with  his  banker,  he  brinp  the  bills  he  draws  upon  his  own 
customers,  the  retail  dealers,  and  sells  them  to  his  banker.  He 
also  makes  the  bills  drawn  upon  himself  payable  at  bis  bankers, 
and  the  proceeds  of  the  bills  he  sold  are  appropriated  to  the 
payment  of  the  bills  he  has  to  meet.  Now,  he  knows  when  the 
bills  he  has  accepted  fall  due,  and  he  takes  care  to  sell  some  bills 
to  his  banker  to  meet  them.  The  banker,  as  usual,  buys  these 
bills,  by  merely  writing  so  many  figures — so  many  '^  promises  to 
pay  " — to  the  credit  of  his  customer.  Now,  if  this  banker  is  a 
member  of  the  Clearing  House,  and  the  banker  who  presents  his 
customer's  acceptance  for  payment,  is  also  a  member  of  it,  they 
are  presented  through  the  Clearing  House,  and  &a  into  the  mighty 
mass  of  transactions  which  are  settled  by  its  means,  without  any 
intervention  of  coin,  or  Bank  notes. 

Now,  when  we  see  that  Cheques  are  merely  substitutes  for 
Bank  notes,  that  in  every  case  where  a  Cheque  now  passes.  Bank 
notes  would  be  required  if  Cheques  had  not  existed ;  when  we 
also  see  that  a  Bill  of  Exchange  on  the  day  it  is  payable  becomes 
a  Cheque,  which  is  equivalent  to  a  Bank  note,  it  follows  very 
clearly  that  all  the  obligations  interchanged  at  the  Clearing 
House  form  an  integral  part  of  the  Circulating  Medium.  Their 
being  exchanged  at  the  Clearing  House  can  make  no  difference  to 
what  they  would  be  if  they  were  presented  and  paid  by  each 
banker,  for  they  have  all  done  their  duty  before  they  arrive  at  the 
Clearing  House;  they  have  caused  commodities  to  circulate, 
perhaps  many  more  times  than  once,  before  they  come  to  be 
discharged. 

In  most  country  towns  in  England  of  any  size  similar  exchanges 
are  organised,  and  the  differences  settled  by  a  draft  on  London ; 
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llHik^»  deU  is  im  aU  iwqpeote  an  sriadeof  ooimmateyorniflK^ 
chandise.  In  fermcr  times  monej  was  xeqiuied  to  adjust  the 
balances  on  nneqnal  ezdianges  of  commodMes;  in  modem  timea^ 
when  commoditieB  are  ahnoet  nniyersallj  circulated  by  means  of 
debtSy  and  these  debts  are  themselves  articles  of  commerce,  money 
and  notes  are  chiefly  required  to  adjust  the  outstanding  balances 
on  UMqual  exchanges  of  debts. 
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Seotion  III. 

On  Cbedit,  BiLLSy  and  Notes. 

We  propose  in  this  section  to  give  only  snch  parts  of  the  Law 
relating  to  Credit,  Bills  of  Exchange,  and  Promissory  Notes  as  it 
is  indispensable  that  a  banker  should  be  familiar  with  in  his  daily 
business.  It  will  be  seen  that  changes  of  great  practical  im- 
portance have  been  made  in  the  Law  of  Credit  by  the  Supreme 
Court  of  Judicature  Act 

Definitions  and  General  Prinoiplss. 
On  the  Origin  and  Nature  of  Cbedit  or  Debt. 

1.  1.  When  one  person  "borrows"  money,  or  buys  goods 
from  another  "on  credit,"  an  Obligation,  oc  Contract,  is  created 
between  these  two  persons,  consisting  of  two  parts— 

(a)  A  Right  to  demand  payment   is   created   in   the 

person  of  the  lender  or  seller. 

(b)  A  Duty  to  pay  is  created  in  the  person  of  the  bor- 

rower or  buyer. 

2.  The  lender  or  seller's  Eight  to  Demand  payment  is  termed  a 
Credit:  and  the  borrower's  or  buyer's  Duty  to  pay  is  termed  a 
Debt. 

8.  But  in  law  and  common  usage  the  Bight  to  demand  payment 
is  also  called  a  Debt. 

4.  The  word  Debt  is,  therefore,  used  indiscriminately  to  mean 
the  Right  to  demand  as  well  as  the  Dt^^  to  pay:  and  it  must 
always  be  observed  from  the  context  of  the  passage  in  which  sense 
it  is  used. 

5.  Hence  Credit  or  Debt  in  Legal,  Commercial,  and  Eco- 
nomical language,  means  a  Bight  of  Action  against  a  person  for  a 
sum  of  money. 

6.  Such  a  Right,  Credit,  or  Debt  is  a  Chose-m-action,  and  is 
included  under  the  term  Goods  and  Chattels. 

Sheppard.  A  grand  Abridgment  of  the  Common  and  Statute  Law 
of  England.  1675.  p.  829.  Ford  db  SheldmCt  Cate^  12  Co.  Bep.,  2. 
Byal  ?.  BowUi,  Yes.,  sen.,  848.    Stephanas  Blaokst(»ie,  Vol.  I.,  eh.  5. 
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7.  Tbe  person  who  owes  the  money  m  termed  the  Debtoh  :  the 
person  to  whom  it  is  owed  is  termed  the  C?eeditoh,  and  sometime* 
the  Debtee* 

On  the  Transfbr  of  a  Chedit,  or  Debt, 

S.  1-  A  Credit,  Debt,  or  Choie-m-aciion  may  be  traDflferred 
omlly  by  the  Creditor  to  another  peraon  with  the  consent  of  the 
Debtor ;  a  tmst  i&  tlien  created  in  the  person  of  the  Debtor,  and 
the  transferee  may  sue  him  in  his  own  name, 

BroctoD,  Lib.  iii.,  o.  2.,  e.  19.    Tail^ck  v.  Harrit,  3  T*  B«,  174* 
FairlU  v.  Dentin,  8  B.  A  C,  395. 
2.  If  a  debtor  creates  an  Obligation  assignable  or  transferable 
to  bearer,  such  an  Obligation  may  be  sold  or  transferred  j  and  the 
assignee,  or  bearer,  may  eue  the  Debtor  in  his  own  name. 

Three  Priest^  Case.  Y.  B.,  41  Edvf.  HI.  (136S),  27,  Baker  t> 
Brook,  Dyer,  65,  1.  Maund  v,  Greg&ry,  7  Co.  Rep.,  2Sb.  Geri^d 
T.  Bawd^,  Hetl..  80.  Sfi^Men  v.  Hentley,  2  Sliow.,  1601.  Hinton't 
mve,  2  Show.,  2S6.  Bromwieh  y,  LUtyd,  S  LntiT.,  15S3,  WUUamM 
V .  Wi U (fl rnjp ,  Cartb . ,  260.  Fta rmn  v.  O fi ri-!* r f ,  Co mb . ,  22 7.  L am heri 
T.  Oakes^  1  Ld.  Baym.^  448.  Carter  t.  Palmer,  IS  Mod.«  880. 
Miller  t.  Race,  1  Burr.,  452.  Qrant  ▼.  Vaughan,  8  Burr.,  1516. 
Keene  t.  Beard,  8  C.  B.,  N.  S.,  872.  Goodwin  y.  BobarU,  L.  B., 
10  Ex.,  857. 

8.  '^  Any  absolnte  assignment  by  writing  nnder  the  hand  of  the 
assignor  (not  purporting  to  be  by  way  of  charge  only)  of  any  Debt, 
or  other  legal  Chose-inrociiony  of  which  express  notice  in  writing 
shall  have  been  given  to  the  Debtor,  Tmstee,  or  other  person 
jfrom  whom  the  assignor  would  have  been  entitled  to  receive  or 
claim  such  Debt,  or  Ghose^nroction,  shall  be,  and  be  deemed  to  be 
effectual  in  law  (subject  to  all  equities  which  would  have  been 
entitled  to  priority  over  the  right  of  the  assignee  if  this  Act  had 
not  passed)  to  pass  and  transfer  the  legal  right  to  such  Debt,  or 
Chose-in-actiony  from  the  date  of  such  notice,  and  all  legal  and 
other  remedies  for  the  same,  and  the  power  to  give  a  good 
discharge  for  the  same,  without  the  concurrence  of  the  assignor. 

*'  Provided  always  that  if  the  Debtor,  Trustee,  or  other  person 
liable  in  respect  of  such  Debt,  or  Chose-in-action,  shall  have  had 
notice  that  such  assignment  is  disputed  by  the  assignor,  or  any 
one  claiming  under  him ;  or  of  any  other  opposing  or  conflicting 
claims  to  such  Debt,  or  Chose-tn-action,  he  shall  be  entitled  if  he 
think  fit^  to  call  upon  Uie  seyeral  persons  making  claim  thereto, 
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to  interplead  concerning  the  same;  or  he  may  if  he  think  fit  paj 
the  same  into  the  High  Coart  of  Justice^  under  and  in  conformity 
with  the  provisions  of  the  Acts  for  the  relief  of  trustees. 

36  A  37  Vict.  (1878),  ch.  66,  b.  25,  $  6. 
"Generally  in  all  matters  in  which  there  is  any  conflict  or 
variance  between  the  Boles  of  Equity  and  the  Rules  of  the 
Common  Law  with  reference  to  the  same  matter^  the  rules  of 
Equity  shall  prevail. 

36  &  37  Yiot.  (1873),  oh.  66,  s.  25,  S  H* 

Definitions  of  Instruments  of  Credit  or  Debt, 

3.  1.  Any  written  record  of  a  fact  is  termed  an  Instbuhbnt. 
Any  written  evidence  of  a  Debt  is  termed  an  Instbument  of 
Credit  or  of  Debt. 

2.  A  written  contract  by  which  one  person  is  bound  to  pay  (1) 
a  certain  sum  of  money ;  (2)  to  a  certain  person ;  (8)  at  a  certain 
time ;  is  termed  an  Obliqation^  or  Seoueitt  fob  Monet,  or  a 
Valuable  Security. 

24  &  25  Vict.  (1861),  o.  96,  s.  1. 

3.  A  written  Order  from  one  person  to  another  who  owes,  or 
appears  to  owe,  him  money  as  a  Debtor,  directing  him  to  pay 
absolutely  and  at  all  events  (1)  a  certain  sum  of  money;  (2)  to  a 
certain  person;  (3)  at  a  certain  time;  is,  in  modem  language 
termed  a  Bill  of  Exchange,  or,  shortly,  a  Bill. 

4.  A  written  Promise  made  by  one  person  to  pay  absolutely 
and  at  all  events  (1)  a  certain  sum  of  money ;  (2)  to  a  certain 
person;  (3)  at  a  certain  time;  is  in  modem  language  termed  a 
Promissory  Note,  or,  shortly,  a  Note, 

5.  A  written  Order  addressed  by  one  person  to  another,  who 
holds  a  fund  not  as  his  own  property,  but  merely  as  the  Agent, 
Bailee,  Trustee,  or  Servant  of  the  writer,  to  pay  a  sum  of 
money,  is  termed  a  Draft,  or  Order  for  the  payment  of  money. 

Row  v.  Dawson^  1  Yes.,  sen.,  331. 

6.  A  mere  acknowledgment  of  a  debt,  not  containing  any 
promise  to  pay,  is  usually  termed  an  I  0  U. 

7.  A  Bill,  Note,  or  I  0  U  is  always  a  ehose^-aetion,  that  is,  it 
operates  as  a  charge,  or  Credit  against  the  person  of  the  Debtor. 

8.  A  Draft,  or  Order,  is  always  a  chose-m-possesnan,  and  it 
operates  as  a  charge,  or  Credit  against  the  fund. 

Row  T.  DawMcn^  1  Yes.,  sen.,  381. 
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^4.   1.  In  a  BQl  ihepemmwhoaddraBeD  the  or^  ii  termed  the 
DSA.WXE :  the  pencm  to  whdm  he  addraneB  it  te  termed  the 

DRA.WXB. 

2.  If  the  Drawee  oaDBenti  to  pay  the  oider  he  Bust  anbacribe 
,1ii8  idDoe  to  it,  mbaHj  wiUi  the  imd  ''•ooqsted**  helbre  it ;  he  is 
tiieii  termed  the  AoomoR. 

8.  In  a  Note  the  pemm  who  makes  Hie  promifle  fii  termed  the 


4.  The  perwm  to  whom  a  BiQ^  Note,  or  Draft  is  made  payable 
]g  termed  the  PAni. 

/  5.  l!lw  Aooeptorof  aBilland  thelCakerof  a  Note  is 
flie  PBiiKOiPAL  Dbrtos  or  OBEiGoa. 

6.  Before  the  86  &  87  Vict  (1878),  e.  66,  oame  into 
tedemihe  Obligor  of  a  BiO  or  Note  eroresalf  made  fl  pafibie  to 
ttie  piqree,  or  order,  the  instrument  oooM  not  be  traillAined  iso'ai 
<o  enable  tiie  tnmsforee  to  sne^e  obligorlt  law  in  hil^owit  maiie: 
and  sooh  an  instmment  was  termed  non-NegotiaUe. 

Sinoe  that  Act  came  into  efEbct  on  Nov.  1, 1875,  Hiis  is  no 
longer  the  case,  and  any  instrnment  of  Credit  or  Debt  may  now 
be  transferred  so  that  the  transferee  may  sue  the  Obligor  in  his 
own  name. 

7.  If,  however,  the  instrument  is  made  payable  to  the  payee 
"or  order,"  it  cannot  be  transftrred  without  the  payee's  order; 
this  the  payee  does  by  writing  his  name  on  it,  usually  on  the  bade 
of  it :  hence,  this  signature  is  termed  the  Ii^dobsement.  The 
payee  is  then  termed  the  Indobseb,  and  the  person  to  whom  he 
delivers  it  is  termed  the  Iin)OBS£E. 

8.  The  person  who  has  the  lawful  possession  of  the  instrument, 
either  actual  or  constructive,  and  is  entitled  to  sue  the  parties  to 
it,  is  termed  the  Holder. 

Definitions  of  Terms  relating  to  the  Instrument. 

6.  1.  To  "  Draw,"  "  Make,"  **  Accept  "  {a)  or  "  Indobsk  " 
(Jb)  a  Bill,  Note,  or  Draft,  means  besides  writing  the  instrument, 
or  the  name  on  it,  as  the  case  may  be,  to  deliver  it  to  some  person, 
or  his  agent,  as  his  property. 

(a)  Cox  V.  Troy,  6  B.  A  Aid.,  474. 

{h)  Rex  V.  Lambton,  5  Price,  428.    Brind  ▼.  Han^hire,  1  M.  ^ 
W.,  365.    Adamt  v.  Jones,  12  A.  &  E.,  455.    ManUm  y.  Allen,  8  M. 
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A  W.,  494.  Green  ▼.  Steer,  1  Q.  B.,  707.  BeU  t.  Lord  Ingeitre, 
12  Q.  B«,  817.  Lloyd  v.  Howard,  16  Q.  B.,  995.  Barber  ▼. 
Richards,  6  Exch.,  63. 

2.  To  "Issue"  a  Bill,  Note,  or  Draft,  is  to  deliver  it  to 
some  one  who  thereby  acquires  a  right  of  action  on  it. 

8.  To  "  Peesent  "  a  bill  for  *<  Acceptance  "  or  "  Sight  "  (a) 

is  to  bring  it  to  the  Drawee,  and  to  request  him  to  undertake  to 

pay  it. 

(a)  CampbeU  v.  French,  6  T.  B./200. 

4.  To  "  Pbesbnt  "  a  Bill  or  Note  for  "  Payment  "  is  to  bring 
it  to  the  Principal  Debtor  and  demand  payment  of  it 

5.  To  "  Collect  "  a  Bill,  Note,  or  Draft,  is  to  present  it  for 
payment  as  agent  for  the  holder. 

6.  To  "  Retire  "  a  Bill  or  Note  is  for  one  of  the  parties  to  it 
to  buy  it  up  and  so  withdraw  it  from  circulation. 

EUam  V.  Denny,  16  C.  B.,  87. 

7.  To  "  Discount  "  a  Bill  or  Note  is  to  buy  from  the  holder  of 
it  the  right  to  receive  the  money  due  upon  it. 

8.  To  "  Domicile  "  a  Bill  or  Note  is  to  state  in  it  the  place 
where  it  is  payable. 

Lowndes  v.  Anderson,  13  East.,  130.  Robarts  ▼.  Tucker^  16 
Q.  B.,  679. 

9.  To  "  Utter  "  a  Bill  or  Note  is  for  a  person  either  himself^ 
or  by  his  agent,  to  use  it  in  any  way  whatever  to  obtain  Money  ot 
Credit  by  means  of  it. 

Rex  V.  Shukard,  B.  A  B.,  200.  Reg.  y.  Radford,  1  Den.,  C.  C, 
69.    Reg,  v.  Ion,  2  Den.,  C.  C,  476. 

10.  "  Days  of  Grace"  are  days  which  mercantile,  usage  and 
law  allow  the  obligor  on  certain  Notes  and  Bills  to  pay  them  in, 
beyond  the  day  limited  in  the  instrument  itself. 

11.  If  a  person  merely  writes  a  Bill  or  Note,  or  signs  his  n^ne 
on  one,  and  then  retains  it  in  his  own  possession,  he  does  not 
draw,  make,  accept,  or  indorse,  the  instrument  as  the  case  may  be. 

12.  But  if  he  then  delivers  the  instrument  to  another  person 
without  any  consideration,  and  for  his  accommodation  only,  so 
that  the  transferee  acquires  a  property  in  it,  the  writer  draws, 
makes,  accepts  or  indorses  the  instrument  as  the  case  may  be,  but 
he  does  not  issue  it. 

13.  A  Bill,  Note,  or  Draft  is  not  issued  until  it  is  delivered  to 
some  person,  who  is  entitled  to  sue  all  the  parties  to  it. 

Downes  ▼.  Richardson,  6  B,  A  Aid.,  674.  Signold  ix  parUt  S 
Mont.  &  Ayr.,  633.  TarUton  y.  Shingler,  7  G.  B.,  812.  S^tan  v. 
Bank  of  Scotland,  2  Mont.  Si  Ayr.,  666. 
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14.  If  one  person  makes  himself  a  party  to  a  Bill  or  Note^ 
either  by  drawing,  making,  accepting,  or  indorsing  it,  for  the  me 
benefit,  or  advantage  of  another  person,  without  reoeivlDg  sbj 
consideration  for  so  doing  or  being  indebted  to  such  pergon,  sncii 
an  instrument  is  termed  an  Accommodation  Bill,  or  Notb^  and 
the  person  who  so  makes  himself  a  party  to  it  is  termed  the  aeeam' 
tnodation  drawer^  maker,  acceptor,  or  indarser,  as  the  case  may  be. 

The  person  for  whose  use,  benefit,  or  advantage  he  has  so  made 
himself  a  party  to  such  an  instrument,  has  no  right  of  actioa 
against  him  upon  it. 

6.  No  consideration,  nor  even  the  words  "  value  received  "  need 
be  expressed  in  a  Bill,  Note,  or  Draft. 

Wliite  V.  Ledwick,  4  Doug.,  247.  Macleod  v.  Snee^  2  Ld.  BajBBu, 
1481.    Joteeline  v.  Lasserre,  Fort.,  281. 

7.  Bills,  Notes,  and  Drafts  usually  have  the  sum  for  which  they 
are  payable  written  at  full  length  in  the  body  of  the  instrument^ 
and  dso  in  figures  in  the  margin.  If  the  two  sums  differ,  the 
instrument  is  good  for  the  sum  stated  in  the  body  of  it :  the  sum 
stated  in  the  margin  in  figures  is  a  mere  memorandum. 

Saunderson  v.  Piper,  6  Bing.,  N.  C,  426. 

8.  Bills  and  Notes  must  be  drawn  payable  absolutely  and  at  all 
events  in  money  only,  at  some  certain  event,  such  as  demand, 
sighiy  or  some  date,  or  some  event  which  must  certainly  happen  ; 
or  at  a  certain  time  after  demand,  sight,  or  date,  or  such  certain 
event. 

9.  An  instrument  bearing  no  date  or  time  of  payment,  is  held 
to  be  dated  at  the  time  it  is  made,  and  is  payable  on  demand. 

De  la  Courtier  v.  Bellamy,  2  Show.,  422.  Hague  v.  French,  3  B. 
&  P.,  173.  Giles  v.  Bourne,  6  M.  &  S.,  73.  Whitlock  v.  Under- 
wood,  2  B.  A  C,  167. 

10.  The  signature  of  any  party  to  a  Bill  or  Note  may  be  by  a 
mark  or  stamp. 

George  v.  Surrey,  1  M.  &  M.,  616. 

On  the  Stamp. 

11.  1.  All  Bills  and  Notes  must  be  stamped  with  an  impressed 
stamp  previous  to  their  execution. 

38  &  34  Vict.  (1870),  c.  97,  8.  63,  §  2. 
2.  "The  fixed  duty  of  one  penny  on  a  bill  of  exchange  for  the 
payment  of  money  on  demand  may  be  denotedby  an  adhesive 
stamp,  which  is  to  be  cancelled  by  the  per&f^^^^mi  the  bill  is 
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signed,  before  he  delivers  it  out  of  his  hands,  custody,  or  power." 

33  A  34  Vict.  (1870),  c.  97,  a.  60. 

3.  "Where  a  Bill  of  Exchange  or  Promissory  Note  has  been 
written  on  material  bearing  an  impressed  stamp  of  sufficient 
amount,  but  of  improper  denomination,  it  may  be  stamped  with 
the  proper  stamp  on  payment  of  the  duty,  and  a  penalty  of  forty 
shillings,  if  the  bill  or  note  be  not  then  payable  according  to  its 
tenor,  and  of  ten  pounds  of  the  same  be  so  payable. 

33  &  34  Vict.  (1870),  c.  97,  s.  63,  §  1. 

4.  "Every  person  who  issues,  indorses,  transfers,  negotiates, 
presents  for  payment  or  pays  any  bill  of  exchange  or  promissory 
note  liable  to  duty  and  not  being  duly  stamped,  shall  forfeit  the 
sum  of  ten  pounds :  and  the  person  who  takes  or  receives  from 
any  other  person  any  such  Bill  or  Note  not  being  duly  stamped, 
either  in  payment  or  as  a  security,  or  by  purchase  or  otherwise, 
shall  not  be  entitled  to  recover  thereon,  or  to  make  the  same  avail- 
able for  any  purpose  whatever." 

12.  1.  An  instrument  not  "  lawfully  "  stamped  is  absolutely 
void,  and  no  action  can  be  brought  on  it  by  any  person  cognizant 
of  its  illegality. 

2.  An  instrument  not  "duly"  stamped  subjects  the  issuer  of  it 
to  penalties,  but  it  may  be  received  in  evidence,  and  an  action  may 
be  brought  on  it. 

65  Geo.  3.  (1816),  c.  184,  s.  10. 

13.  An  instrument  not  "  lawfully  "  stamped  is  a  bill  or  note 
written  upon  unstamped  or  insufficiently  stamped  paper  (a);  or 
upon  paper  stamped  with  a  superseded  die  (b) ;  or  a  post  dated 
cheque  payable  to  bearer  on  demand  (c).  Such  instruments  are 
absolutely  void,  and  cannot  be  received  as  evidence  in  any  action 
brought  upon  them  by  any  person  who  takes  them  with 
knowledge  of  the  facts. 

(a)  31  Geo.  3  (1791),  c.  28,  a.  19.    Green  v.  Datnes,  4  B.  A  C,  236. 

(6)  3  &  4  WiU.  4  (1833),  c.  97,  s.  16.  Dawson  v.  Maedonald, 
2  M.  &  W.,  26. 

{c)  Allen  V.  Keeves,  1  East.,  436.  Ardem  v.  Rowney^  6  Esp.,  266. 
SerU  V.  NorUm,  9  M.  A  W.,  809.  Bcyrrodailev.  MiddleUm,  2  Camp., 
63.  Swan  v.  Blair,  3  CI.  &  Fin.,  610.  Oliver  v.  Mortimer,  2  P. 
&  F.,  127. 

14.  An  instrument  not  duly  stamped  is  one  upon  which  there 
is  a  stamp  of  an  improper  denomination  or  rate  of  duty,  but  of 
equal  or  greater  value  in  the  whole  with  or  than  the  stamp  or 
stamps  which  ought  regularly  to  have  been  used  thereon  {a). 
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Tbai  Kin  ifid'Nflili  ^nrnik  Wp(ai  inong  fitamps  of  equal  value 
wiih  the  Tpwgest  one  (5) :  <»r  ft  pail  da6ed  cheque  payable  to  order 
da  ^toii^d  atttnped  ivtth  s  Id.  itsnip  (r)  are  instrnments  not  duly 
iUiltiped,  but  th^^  Are  iie?ertlieleiei  valid  and  receivable  in 
eriueiiGe* 

(lO  55  Geo.  8  (mq,  0.  M4,  ii  la 

^  55  Geow  S  (1^5),  e.  IBi,  m  19.     f  >to^€r  v.  Mttrehftnit  2  B.  A 

(e)  £«y  T.  MotMoi,  8  9.  A  F.,  879.    If  ^itt^^fr  r.  FortUr,  14  O.  Bm 

Xl»  0«y   8pD« 

!  15*  If  ab  instnimeiift  a^^peam  to  be  prapctl  j  dal^d  and  stamped 
ite  the  &oe  of  it,  iihoiq;h^iei^  ftmlidfrom  having  a  wrong  place 
and  date  on  it^  and  thenftre  void  as  betwec^n  the  pari  job  cogiiizant 
of  the  ili^ality,  yek  if  it  be  taken  by  a  holder  for  value,  who  ig 
igntxrant  of  Jfche  ftda,  he  im  recover  on  it. 

WrigtU  Y.  mey,  Feake,  9d0.  Mttrtin  v.  M&rgan,  ZB.A  Mer.,  635. 

WUttam  ▼.  jramtt,  6  B.  A  Ai.,  88.     TfTiMf  Jf f  v.  Fonrtfr,  14  e.  B.,  N. 

8.,  848.    Aunin  v.  BiM^«r«l,  6  B.  A  3.^  367.    B^ifbit  t.  i>fti,  1  C. 

AJ.»180. 

16*    !•  An  inatniment  wfaidi  is  vo(d  under  the  stamp  laws  h 

no  payment  even  thongh  the  reoeiver  take  it  without  objection  {a\ 

2.    The  reoeiver  of  sooh  an  ingtmment  cannot  be  charged  witii 

laehM  for  not  presenting  it  in  due  time  for  payment  (b) ;  nor  for 

not  giving  notice  of  disbononr  (c) ;  nor  even  can  it  be  used  to 

prove  a  debt  in  bankruptcy  (d). 

8.  Neither  will  equity  relieve  on  the  instrument  (e) ;  but  if  a 
person  bound  to  give  a  stamped  instrument  gives  one  void  under 
the  stamp  laws,  equity  will  make  him  give  a  good  one  (/). 

4.  Taking  an  instrument  void  under  the  stamp  laws  does  not 
avoid  the  consideration  (g). 

(a)  Ruff  V.  Webb,  1  Esp.,  128.  Wilson  v.  Vysar,  4  Taunt.,  388. 
Bond  V.  Warden,  1  CoU.,  C.  C,  683. 

(b)  Wilson  V.  Vysar,  4  Taunt.,  288. 

(c)  Gundy  v.  Marriott,  1  B.  A  Ad..  696. 

(d)  Manner,  ex  parte,  1  Bose,  68. 
{e)  Price  v.  Toulmin,  5  Ves.,  236. 
(/)  AyUtt  V.  Bennett,  1  Anst.,  46. 

to)  Ruff  V.  Webb,  1  Esp.,  129.  WiUon  v.  Kennedy,  1  Esp.,  245. 
Brovm  v.  Wattt,  1  Taunt.,  368.  Tyte  v.  Jones,  1  East.,  68n.  Alosi 
V.  Hodgsm,  7  T.  R.,  241. 

17.  All  instruments  not  allowed  to  be  reissued  are  upon  pay- 
ment to  be  cancelled  and  annulled  by  the  person  paying  them ;  and 
if  any  one  reissue  or  negotiate  them^  or  if  the  person  paying  fchw^ 
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neglect  to  cancel  them^  he  is  to  forfeit  £50.  The  pergon  isBoing 
them  is  also  liable  for  the  datj,  and  any  person  taking  them  in 
payment  is  to  forfeit  £20. 

55  Geo.  3  (1815;,  o.  184,  a.  19. 

18.  1.  Bills  and  Notes  made  payable  after  date  may  be  issned 
any  number  of  times  even  by  the  principal  debtor  until  the  time 
when  they  become  payable. 

2.  But  if  tl^ey  be  paid  at  maturity  by  or  on  behalf  of  the  prin- 
cipal debtor,  they  are  finally  extinguished,  and  cannot  be  re-issued. 

3.  If,  however,  they  be  not  paid  by  or  on  behalf  of  the  principal 
debtor,  they  may  be  re-issued  under  certain  conditions. 

19.  1.  A  Bill  or  Note  may  be  negotiated  for  the  space  of  six 
years  after  it  has  become  payable. 

2.  The  Statute  of  Limitations  prevents  any  action  being  taken 
afber  that  period,  either  on  the  instrument  or  on  the  consideration 
(a);  without  a  fresh  promise  in  writing  signed  by  the  party  to  be 
charged  (b);  or  his  agent  (c) ;  or  by  part  payment  of  principal  or 
interest. 

3.  Such  written  promise  or  payment  will  revive  the  remedy  for 
six  years  from  its  date. 

(a)  21  Jao.  1  (1623),  o.  16,  s.  3. 
(6)  9  Geo.,  5  (1828),  c.  14,  b.  1. 
(c)  19  &  20  Vict.  (1856),  c.  97,  s.  13 

20.  1.  Days  of  Grace  are  not  allowed  on  any  instruments 
payable  on  or  after  demand :  or  at  sight  or  presentation  (a). 

2.  Instruments  payable  on  demand  are  due  and  payable  im- 
mediately :  no  demand  is  necessary  before  action  brought :  and 
the  Statute  of  Limitations  begins  to  run  from  their  date  (b). 

(a)  34  &  35  Vict.  (1871),  o.  74,  B.  2. 

(6)  Capp  V.  Lancatter,  Cro.  Eliz.,  548.  CoUifU  ▼.  Benning,  12  Moo., 
444.  RumbaU  ▼.  Ball,  10  Moo.,  38.  Megginson  T.  Harper,  2  C.  ^ 
M.,  322.    Norton  v.  EUam,  2  M.  <k  W.,  461. 

21.  1.  Three  days  of  grace  are  aUowed  on  instruments  payable 
after  sight  (a) ;  at  or  aft«r  a  fixed  date,  or  a  certain  event. 

2.  Such  instruments  are  payable  on,  and  not  before  (J),  the 
last  day  of  grace :  no  action  can  be  brought,  nor  does  the  statute 
of  limitations  begin  to  run  until  the  last  day  of  grace  has 
expired  (c). 

3.  If  the  instrument  is  payable  by  instahnents,  days  of  grace 
are  allowed  on  each  instalment  {S),   . 

4.  If  the  last  day  of  graee  be  Sunday,  Ohrifltmas  Day,  Good 

2  I  2 
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i^.  Bj  suosse  ^  Tks.  (1?^^  c  17. 
deekr^  tt>  be  Btt&k  Ho&dsf^— 

WlntHiB  w€ek ;  tiK  fizK  Mund^  ib  ABfVit ;  die 
dsj  of  I}ff^fXbU^^  if  a  week  dn-. 

Ib  ^jOxadSew  Tear's  bar;  Cbnoni  Aif ;  (If 
dKfle  dKTi  fikHf  on  a  Skmdsr,  die  next  MoidBr  AiD  be  a 
botidaj:;  Good   Frwkj;  die  fim  Moodij  of  Mij;   Ae 
MoDdafj  </ AofiiiL 

AD  Bilk  and  Xotes  dae  and  psfible  en  dMe  dsjs  dnD  be 
pajMb  CPD  die  fotkmmg  daj  ;  and  in  case  of  Boa-pajBent  naj 
be  Doied  and  proCeated  od  die  da j  next  tatkmiag  en  wbich  diej 
flttf  be  kwfiillT  procealed. 

If  die  daj  CPD  wbicfa  anj  nodee  of  dialMimiBi  of  aa  impaid  bOl 
or  note  should  be  grren ;  or  anj  bill  preacnted  or  leoemd  far 
aoceptoooe,  or  aocepCed  or  forwarded  to  anj  rdeiee  or  itbitniA,  m 
s  bulk  botidaj,  soch  nodoe  of  dishonoiir  riiaD  be  gircn,  and  aodi 
Un  or  note  shall  be  presented  or  forwarded  on  the  daj  next  after 
snch  bank  boljdaj. 

«2)  CoUwuM  T.  Sayer,  2  Strm^  829.  BeUasU  t.  HetUr,  1  Ld. 
Bajdo.,  280. 

(hf  Wifffn  T.  iSo^rrtf,  1  Esp.,  261. 
(<r;  Wittenkeim  r.  Lady  CarluU,  1  H.  Bla..  &l. 
(di  f/rridge  t.  Skerbanu,  11  M  A  W.,  374. 
ie,  7  AH  Geo.  4  (1827).  e.  lo,  s.  3. 

22.  If  any  Bill^  Note^  Obligation,  or  Valuable  Secnrity  made 
or  become  payable  to  bearer,  be  taken  in  exchange  for  any  goods, 
merchandise,  money,  or  other  Bill,  Note,  Obligation,  cfF  Valuable 
Hecnrity,  withoat  the  indorsement  of  the  transferor,  it  is  an  un- 
conditional sale  of  the  security,  and  the  transferee  has  no  right  of 
action  against  the  transferor  if  it  be  not  paid,  either  on  the 
instrument  or  on  the  consideration. 

Bank  of  England  t.  Newman^  1  Ld.  Baym.,  442.  Ward  v.  Evomm, 
2  Ld.  Bajm.,  928.  Fenn  t.  HarrUon,  8  T.  B.,  787.  Ex  parte 
ShuttUworth,  2  Vet.,  jun.,  368.  Fyd^U  t.  Clarke,  1  Esp.,  447. 
Kmlye  v.  Lye,  15  Eaet.,  7.  Camidge  v.  AlUnby,  6  B.  A  C,  873. 
GuardianM  of  Lichfield  Union  v.  Green,  1  H.  A  N.,  884. 

28.  1.  The  transferor  of  a  Bill  or  Note  by  mere  deliyery 
warrants  the  genmuness  of  the  instrument,  t.  e.,  that  it  is  not 
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forged  or  fictitiong;  he  does  not  warrant  the  solvency  of  the 
parties  to  it.  , 

2.  Bat  if  he  knew  that  the  parties  to  it  had  failed,  or  if  it  be 

forged  or  fictitious,  he  is  liable  to  refund  payment  to  the  transferee. 

Jones  V.  Ryde,  5  Taunt.,  488.    Bruce  v.  Bruce,  1  Marsh.,  166. 

Oumey  v.  Womenley,  4  E.  ^fc  B.,  188.    Oompertz  v.  Bartlett,  2  B. 

<fe  B.,  849.    Fuller  v.  Smith,  1  C.  4  P.,  197, 

24.    A  Bill,  Note,   Chose-in-action,  Obligation,  or  Valuable 

Security  is  included  under  the  words  "goods  and  chattels"  or 

"eflfects,"  in  an  Act  of  Parliament  (a);  or  under  an  extent  (h) ; 

or  a  writ  of  fi^  facias  (c) ;  in  a  will,  unless  there  be  words  to 

negative  such  an  inference  (d);  and  in  the  clause  of  "reputed 

ownership  "  in  bankruptcy  (c). 

(a)  Slade  v.  Morley,  4  Co.  Bep.,  92b.    FortTs  ease,  12  Co.  Bep.,  1. 
Clayton's  case,  Lytt.,  86.    Byal  v.  Bowles,  1  Ves.,  sen.,  848. 
(h)  ByUs  on  Bills,  3. 

(c)  1  <fe  2  Vict.  (1838),  0.  110,  s.  12. 

(d)  Anon,,  1  P.  Wmg.,  267.  Campbell  v.  Preseott,  16  Ves.,  600. 
Kendall  y.  Kendall,  4  Boss.,  0.  C,  360.  Parker  v.  Marchant,  1 
Y.  &  CoU.  C.  C,  290. 

(e)  Ryall  v.  Bowles,  1  Vee.,  sen.,  848.  Ex  parU  ColviU,  Mont., 
C.  B.,  110.  Bozon  v.  BoWmd,  M.  &  Bl.,  74.  Homblower  v.  Proud, 
2  B.  <fe  Aid.,  327.  Ex  parU  Burton,  1  Gl.  &  J.,  207.  Belcher  v. 
Campbell,  8  Q.  B.,  1.  Ex  parte  Richardson,  Buck,  483.  Barlett  v. 
Barlett,  1  De  G.  A  J.,  127.  Edwards  t.  Cooper,  11  Q.  B.,  38. 
BuUock  y.  Dodds,  2  B.  ib  Aid.,  268.  Cumming  v.  Bailey,  6  Bing., 
363.    Harman  v.  Fwfc«r,  1  Cowp.,  117. 

26.    The  property  in  an  instrument  remains  in  the  owner  until 
he  has  entirely  parted  with  it :  if  he  cuts  it  in  two  and  sends  one 
part  by  post,  he  does  not  lose  the  property  in  it  till  he  has  sent 
the  other  part,  and  he  may  reclaim  the  first  part  sent. 
Smith  y.  Mundy,  3  E.  ib  B.,  22. 

26.  1.  Instruments  payable  by  a  banker  must,  in  general,  be 
presented  for  payment  during  banking  hours,  otherwise  such 
presentment  is  void  (a). 

2.  But  if  the  banker  has  a  clerk  stationed  to  give  answers  after 
hours,  and  the  same  answer  is  given  as  would  have  been  given 
during  hours,  such  presentment  is  sufficient  (5). 

8.  Instruments  payable  by  other  persons  may  be  presented  for 
payment  at  any  reasonable  hour  (c) :  between  8  and  9  p.m.  is  the 
latest  hour  yet  decided  to  be  reasonable  (<f). 

(a)  Parker  y.  Gordon,  6  £sp.,  41 ;  7  East.,  886.  Elford  v.  Teed, 
1  M.  ib  S.,  28.     Whitaker  v.  Bank  of  England,  1  C'  M.  A  B.,  744. 
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{h}  Garnet  t.  W^^ideotft,  «  M.  «  S.,  44,    iltntf  r.  I^#,  2  CIiit# 

k  (<r)  Bsfefo^  T,  Bailey r  2  Cftinp.t  l^tT*     ifoi^fi  ▼,    Hfffiioi^t   1 

f  S^k,,  U4.     Wilkim,  T.  Jfl<iu,  1  Mo.  A  R.,  H  ;  2  B,  A  M.,  188. 

(f/)  Tri^p*  V.  N^irwAam,  1  C.  A  P.,  «Sl ;  10  Moo.,  249* 

27.  A  Bill,  Nwte,  or  Valuable  Secnrity  may  l^  the  subject  of 
domtlo  morik  camu. 

Book  KolM*    Drujy  t.  Smith,  P.  Wms..  4M.    Athi^m  r.  Dmt*em^ 

[  ikr*«tfr  r.   Mithrn  3  P,  Wms,,  St56.      HiU  v.  ClM>pin<aii,  1  Bro.  C- 

.  Cm  «13. 

^  BiUfe  of  Eiehwige.     /Jani-tB  t,  WfffUiiin,  27  Beav.,  309, 

Promiftgory  Not*?ft  payable  to  douor'a  order  Gniiidorsed,     F#iil  #* 
IV^f,  27  Bt«T,,  303. 

Chequea,*     Lff«7*i>B  v.  Launon,  1  P.  Wma.,  440.     SneUgrare  t, 
£a^?|^,  Eidg.,  c*,  L  Hard,,  2C»3.     Tf^^rrf  y.  Turner,  a  Vea.,  sen.,  4S1. 
Tate  T.  Uilberi,  2  Ves.,  jmi..  111.    iJ(wil#  t,  £ilM,  17  Beav.«  Itl. 
\  B&uJt  I>e{X)irit  Eeoeipt.     Win  V.  ilMtut,  I  B.  &  B.,  109.     Ami^  ▼. 

88.  Tiie  rules  rcktiog  to  the  tnuuifcrce  a  title  by  dcliveij  in  lost 
and  stolen  instraments  have  already  been  given  in  Chiqp.  ziii.,  §  4. 
'to  these  cases  may  be  added  now  that  of  Goodwin  v.  Roharts,  L. 
B.,  10  Exch.y  857^  in  which  scrip  for  foreign  bonds  was  declared 
negotiable. 

29.  1.  If  any  Bill,  Note,  or  Security  for  money  be  lost  or 
destroyed,  the  right  owner  may  sue  any  party  to  it,  upon  giving 
him  an  indemnity  to  the  satisfaction  of  a  court,  judge,  or  master, 
against  the  claims  of  any  other  person  upon  it  (a). 

2.  And  such  a  security  may  be  proved  in  bankruptcy  (5). 

8.  If  half  of  an  instrument  be  lost  or  destroyed,  the  owner  of 

>  In  serenl  text  books  of  authority  it  is  laid  down  abaolntely  that  a  cheque  eaonot 
be  the  sabject  of  a  gift  mortis  cauad  (Boper  on  Legadet^  toL  L,  p.  11 ; 
WiOiami  on  ExeeutorSy  voL  L,  p.  728;  ByU$  on  BiUst  9th  Edit,  p.  170; 
White  and  Tudor* s  lead.  ca.  in  Eq.,  voL  i.,  p.  743),  and  in  the  case  of 
Hewitt  V.  Kaye  (L.  B.,  6  Eq.,  198),  Lord  Bomilly,  M.  R.,  laid  it  down  aa  an 
absolute  doctrine  that  a  cheque  is  incapable  of  being  made  a  gift  wuntU 
causd.  But  having  been  obliged  to  investigate  the  question  in  my  I>ig«gi  df 
the  Law  of  BiUs  of  Exchange,  as  prepared  for  the  Digest  of  Law  Commia- 
gioners,  I  was  satisfied  that  the  doctrine  stated  by  the  writers,  and  the 
decision  of  Lord  Bomilly,  above  mentioned,  is  erroneous ;  and  I  aooordia^ 
excluded  the  case  of  Htwitt  v.  Kaye  from  my  Digest.  My  reaaona  for  ao 
doing  are  given  at  full  length  in  that  Digest ;  but  are,  of  course,  far  too  long 
to  be  inserted  here.  I  merely  state  this  that  I  may  not  be  supposed  to  have 
overlooked  the  case  of  Heioitt  v.  Kaye. 
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the  other  half  may  enforce  payment  of  it  with  or  without  an  in- 
demnity (c). 

(a)  17  &  18  Vict.  (1854),  c.  125,  s.  87. 

(b)  Ex  parte  Oreenway^  6  Ves.,  812. 

(c)  Mossop  V.  Eadon,  16  Ves.,  480.  Redmayne  v.  Burton,  2  L.  T., 
N.  S.,  324. 

30.  1.  If  any  Valuable  Security  be  lost  in  its  transmission 
through  the  post,  or  by  any  conveyance  which  the  person  who 
should  receive  it  directs,  the  loss  falls  upon  him  (a). 

2.  No  action  lies  against  the  Postmaster-General  for  the  loss  of 
any  instrument  during  its  transmission  through  the  post  (h). 

3.  But  any  person  in  the  employment  of  the  post  office  is  liable 
for  any  act  of  negligence  or  misconduct  of  his  own  (c). 

(a)  Warwick  v.  Noakes,  Peake,  98.    Hawkins  y,  RiUt,  Peake,  241. 

(5)  Lane  v.  Cotton,  1  Ld.  Bayni.,  646.  Whitfield  v.  Lord  Despencer, 
Cowp.,  754. 

(c)  Lam  V.  Cotton,  1  Ld.  Raym.,  646.  Whitfield  v.  Lord 
Detfpencer,  Cowp.  754.  Rovming  v.  Goodchild,  2  W.  Bla.,  906. 
Hordern  v.  Dalton,  1  0.  A  P.,  181. 

Of  an  I  0  U. 

31.  A  mere  acknowledgment  of  a  debt  not  containing  any 
promise  to  pay  is  usually  termed  an  I  0  U,  and  is  often  in  the 
following  form — 

London,  May  4,  1876.. 
I  0  U     £100. 
To  Mr.  A.  B.  C.  D. 

32.  Such  an  acknowledgment,  or  an  acknowledgment,  or 
receipt  for  money  lent  or  deposited  to  be  accounted  for,  does 
not  require  a  stamp. 

Fisher  v.  Leslie,  1  Esp.,  425.  Israel  v.  Israel,  1  Camp.,  499. 
Childers  v.  Boulnois,  D.  &  R.  N.  P.  Ca.,  8.  Tomkins  v.  Ashhy,  6  B, 
&  C,  541.  Beechin^f  v.  Westhrook,  8  M.  &  W.,  412.  MelanotU  v. 
Teasdale,  13  M.  &  W.,  216.     Gould  v.  Coombs,  1  C.  B.,  543. 

S3.  Nor  does  such  a  document  require  a  stamp  if  it  contains  a 
promise  to  i)ay  only  interest  on  the  sum  due,  and  not  the 
j)rincipiil  {a). 

But  if  it  promises  to  pay  the  principal  it  must  be  stamped  as 

a  Note  {h). 

(a)  Melanotte  v.  TeasdaU,  13  M.  &  W.,  216.  Smith  ▼.  Smith,  1 
F.  &  F.,  639. 

(b)  Brooks  v.  Elkiiu,  2  M.  &  W.,  74,  Waithman  v.  EUee^  1  C. 
A  K.,  35.  ^ 
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S4«  An  1  0  U  not  having  the  name  of  any  creditor  on  it  9 
prima  facw  evidence  in  favoar  of  the  party  who  produces  it. 

DaUfflfU  y.  Halmf,  12  A^  ^  E.,  641.     Fejtenmayor  T.  Adcock^  16  M,  dt 
W„  449. 

36.  Aq  acknowledgment  of  debt  may  be  given  as  a  dotmHo 
mortk  causa, 

Mmre  v.  Datt&n,  4  De  G.  (t  Sm.,  517. 

Se,  A  bill  in  equity  lies  to  discover  whether  an  I  0  U  was 
given  for  a  gaming  debt  (f/) :  and  equity  will  restrain  an  action 
on  an  I  0  U  «pveu  for  an  illegal  consideration  (ft), 

{a)  Wiikimm  v.  VBaut^i^^,  %  Y.  Sl  CoU,,  C-  C,  365. 
{b)  Quarrier  v,  Vobtt&n,  12  L.  J,,  Ch.,  67. 

Oir  BAXKDfQ  Obuqatioks. 

37,  L  A  banker  is  a  trader  whose  business  eonsista  in  buying 
money*  or  money  and  Debtfi,  in  exchange  for  which  he  given  his 
own  Credit. 

2,  A  banker  gives  [lis  Credit  in  two  fonofl — 

(it)    His  own  PHf^MTSSORY   NOTEK. 

(b)  Credits  in  his  books,  termed  in  banking  language  Deposits. 

8.  Banking  Obligations  are  Bank  Notes,  Deposits,  Gheqnes, 
Deposit  receipts,  Letters  of  Credit,  Bankers'  drafts,  and  Circular 
notes. 

Sfe.  No  banker  who  was  not  on  the  6th  of  May,  1844,  lawfully 
issuing  his  own  notes;  nor  any  banker  then  lawfully  issuing  his 
own  notes  who  has  become  bankrupt,  or  discontinued  the  issue  of 
bank  notes ;  nor  any  person  since  that  date,  may  become  a  party 
to  any  obligation  payable  to  bearer  on  demand,  in  any  part  of  the 
United  Kingdom. 

7  &  8  Vict.  (1844),  c  32,  ss.  10,  11,  12.     17  A  18,  Vict.  (1864). 
0.  83,  B.  11. 

39.  No  banking  partnership  consisting  of  more  than  ten 
(a)  persons  in  London,  or  within  65  miles  thereof,  may  borrow, 
owe,  or  take  up  in  England  any  sum  or  sums  of  money  on  their 
bills  or  notes  payable  on  demand,  or  at  any  less  time  than  six 
months  from  the  borrowing  thereof  (ft). 

(a)  20  <fe  21  Vict.  (1857),  c.  49,  b. 
(6)  3  <fe  4  Will.  4  (1833),  c.  98,  s.  3. 

40.  A  Bank  Note  is  defined  by  Statute  to  be — "  Any  Bill 
Draft,  or  Note  (other  than  Notes  of  the  Bank  of  England)  which 
shall  be  issued  by  any  banker,  or  the  agent  of  any  banker,  for  ihe 
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payment  of  money  to  the  bearer  on  demand,  and  any  BiU,  Draft, 
or  Note  so  issued,  which  shall  entitle,  or  be  intended  to  entitle, 
the  bearer  or  holder  thereof,  without  indorsement,  or  without  any 
further  or  other  indorsement  than  may  be  thereon  at  the  time  of 
issuing  it,  to  the  payment  of  any  sum  of  money  on  demand, 
whether  the  same  shall  be  so  expressed  or  not,  in  whatever  form 
and  by  whomsoever  such  bill,  draft,  or  note,  shall  be  drawn  or 
made." 

17  &  18  Vict.  (1854),  o.  83,  s.  11. 

41.  The  following  establishments  only  may  issue  oligations 
payable  to  bearer  on  demand  in  England — 

1.  The  Bank  of  England. 

2.  Private  banking  firms  which  were  lawfdlly  issuing  their  own 
notes  on  the  6th  day  of  May,  1844,  and  which  have  not  become 
bankrupt,  or  discontinued  such  issue  since  that  date. 

8.  Joint  stock  banks  formed  under  Stat.  7  Geo.  4  (1826), 
issuing  their  own  notes  at  a  distance  not  less  than  65  miles  from 
London. 

42.  The  following  provisions  relating  to  the  issue  of  Notes  by 
the  Bank  of  England  are  at  present  in  force — 

1.  The  Bank  is  divided  into  the  banking  department  and  the 
issue  department. 

7  &  8  Vict.  (1844),  c.  32,  8.  1. 

2.  The  issue  department  creates  and  issues  to  the  banking 
department  Notes  in  exchange  for  £15,000,000  of  public  securities 
and  any  amount  of  gold  and  silver  coin  and  bullion,  of  which  the 
flilver  coin  and  bullion  must  not  be  more  than  one  fifth  part. 

7  ib  8  Vict.  (1844),  o.  82,  ss.  2,  3,  5. 

3.  The  banking  department  may  not  issue  notes  to  any  person 
whatever  except  in  exchange  for  other  notes,  or  such  as  they  have 
received  from  the  issue  department  in  terms  of  the  Act. 

7  ib  8  Vict.  (1844),  c.  32,  s.  2. 

4.  Any  person  may  demand  bank  notes  in  exchange  for 
standard  gold  bullion  at  the  rate  of  £8  17s.  9d.  per  ounce. 

7  <fe  8  Vict.  (1844),  c.  32,  b.  4. 

5.  If  any  banker  who  was  lawfully  issuing  his  own  notes  on  the 
6th  day  of  May,  1844,  ceases  to  do.so,  the  Grown  in  council  may 
authorise  the  Bank  to  increase  its  issues  on  public  secnrities  to  any 
amount  not  exceeding  two-thirds  of  the  amount  of  notes  witli^ 
drawn  from  circulation. 

1&%  Vict.  (1841),  c.  33,  s.  6. 
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(>.  So  long  &a  tlie  Bank  pays  ita  note^  in  legal  coiu  on  demaml 
ihe^  are  legiil  tender  of  |)ajni6nt  for  lUI  sunt  a  /i/wff/-  £5*,  bj  ail 
persona,  except  by  the  Bank  itself,  or  any  of  ita  i^ranch^. 

3  St  1  WilL  4  {1833),  c  9S,  a.  4. 

7,  Notes  iBsu^  at  any  branch  of  the  Bank  mnst  be  triads  paj- 
aMe  in  coin  at  that  branch  as  well  as  in  London  (a)  i  no  bmndi 
may  isaae  notes  not  made  payable  there  (b):  and  no  note  not 
made  speoially  payable  at  any  branch  is  liable  to  be  paid  thera  icj~ 

^^.  (a)  7  &  a  Geo.  i  (1836),  c,  46,  ft,  IS. 

^^b  m^dii  Will.  4  (1^3),  c.  ^,  S,  4, 

^^  ic)  n^i Will. 4 (laas). c. m. s- e, 

1^  8.  Bank  of  England  not«s  may  eiixiuiate,  aod  be  offered  in 

■       payment,  but  tiiey  are  not  l^al   tender,  in  Sooilaod  {a):  at 

I        Ii€knd  (»). 

I  (a)  S  dt  9  Yict.  (1815),  e*  U,  s.  1^. 

I  (6)  8  A  9  Viot.  (1845^),  c  37,  a.  6. 

I  0.  Ko  peraon  except  bankers  lawfully  iiLsuing  their  own  notes 

^^K  may  make,  sign,  issue,  or  rc-i^ue,  any  promissory  note  payable  to 

^Vliearer  on  demand  in  England,  nnder  a  penalty  of  £20  for  each 

offence. 

7  Geo.  4  (1826),  o.  6,  s.  8. 

10.  No  person  may  by  any  art,  dcTioe,  or  means  wfaateoerer, 
publish,  utter,  negotiate,  or  transfer,  in  any  part  of  England,  any 
promissory  or  other  note,  draft,  engagement,  or  nndertaUng  in 
writing  made  payable  on  demand  to  the  bearer  thereof,  and  being 
negotiable  or  transferable  for  the  payment  of  any  sum  of  money 
less  than  five  pounds,  or  on  which  less  than  the  sum  of  five  ponncb 
shall  remain  nndischarged,  which  shall  have  been  made  or  issued 
or  shall  purport  to  have  been  made  in  Scotland  or  Ireland,  or  else- 
where out  of  England,  under  a  penalty  of  not  less  than  five  nor 
more  than  twenty  pounds  for  each  offence. 

9  Geo.  4  (1828),  c.  68,  s.  1. 

11.  By  Statute  7  Anne  (1709),  c.  7,  s.  61,  no  banking  partner- 
ship exceeding  six  persons,  other  than  the  Bank  of  England,  migld 
borrow,  owe,  or  take  up  any  sum  or  sums  of  money  on  their  bills 
or  notes  payable  on  demand,  or  at  any  less  time  than  six  months 
from  the  borrowing  thereof. 

12.  By  statute  7  Geo.  4  (1826),  c.  46,  partnerships  consiafcifig 
of  an  unlimited  number  of  members  might  carry  on  the  bnsineascf 
banking,  and  make  and  issue  bills  and  notes  payable  on  dem^i^ 
«t  any  place  in  England,  exceeding  the  distance  of  65  miles  from 
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London,  and  not  elsewhere,  and  borrow,  owe,  or  take  up  any  sum 
or  sums  of  money  on  their  bills  or  notes  so  made  and  issued. 

13.  Such  partnerships  may  not  hare  any  house  of  business  or 
establishment  as  bankers  in  London,  or  at  any  place  not  exceeding 
65  miles  from  London. 

7  Geo.  4  (1826),  o.  46,  8. 1. 

14.  Every  member  of  such  partnership  shall  be  Uable  for  all 
money  borrowed,  from  the  time  he  becomes  a  member,  and  for  all 
bills  and  notes  which  are  due  and  unpaid,  or  which  become  pay- 
able after  he  has  become  a  member. 

7  Geo.  4  (1826),  o.  46,  b.  1. 

15.  No  such  banking  company  may  issue  or  re-issue  in  London 
or  at  any  place  not  exceeding  65  miles  from  London,  any  bill  or 
note  payable  on  demand,  or  any  bank  post  bill,  nor  draw  upon  any 
partner  nor  agent,  or  other  persons  resident  within  these  limits, 
any  bill  of  exchange  payable  on  demand,  or  for  a  less  amount  than 
£50,  under  a  penalty  of  £50  for  each  oflfence. 

7  Geo.  4  (1826),  c.  46,  s.  2. 

16.  Such  banking  company  may  draw  any  biU  for  any  sum  of 
£50,  or  upwards,  payable  in  London  or  elsewhere,  at  any  period 
after  date  or  aftier  sight. 

7  Geo.  4  (1826),  o.  46,  8. 19. 

17.  Such  banking  company  may  not  borrow,  owe,  or  take  up 
in  London  or  at  any  place  not  exceeding  65  miles  from  London, 
any  sum  of  money  on  any  bill  or  promissory  note  payable  on 
demand,  or  at  any  less  time  than  six  months  from  the  borrowing 
thereof,  under  a  penalty  of  £50  for  each  offence ;  but  they  may 
discount  in  London  or  elsewhere  any  bills  of  exchange  not  drawhi 
by  or  upon  them,  or  by  or  upon  any  person  on  their  behalf. 

7  Geo.  4  (1826),  c.  46,  ss.  3,  19. 

18.  All  banks  in  London  or  within  65  miles  of  it,  may  draw,. 
accept,  or  indorse  bills  of  exchange,  not  being  payable  to  bearer 
on  demand. 

7  &  8  Vict.  (1844),  c.  32,  s.  11. 

19.  All  banks  of  issue  existing  on  the  6th  of  May,  1844,  may 
continue  to  issue  an  amount  of  notes  not  exceeding  on  an  average 
of  four  weeks,  such  an  average  sum  as  they  were  issuing  during 
the  12  weeks  preceding  the  27th  April,  1844,  certified  by  th& 
Commissioners  of  Stamps  and  Taxes. 

7  &  8  Vict.  (1844),  c.  32,  8.  18. 

20.  If  any  two  or  more  banks  of  issue  becoihe  united,  socsb 


united  bank  maj  continue  ta  issue  the  aggregate  averse  amount 
of  notes  circulated  hy  the  separate  bankfi,  provided  the  united  bank 
doee  not  exceed  ^n  (1)  persons. 

7  A  S  Viet.  (tfl44),  c,  32.  h,  17, 
(1)  aOdfeai  Vict.  (l8S7J»cil9. 

SI.  If  Buy  .banker  in  bis  wmtlilj  tmngd  espeedi  hip 
latihcriwwl  mbb%  he  ia  to  JbriJBpit  fli»  CToawL 

^  48.  Jhreqr  Ittidc  of  iw^Bjaife  aepa>  the  OammlwiQiWi  of 
Stamps  and  Taxea^  weekfy^ioi  •ooooot  of  Jto  jnooiy  ihewng  lli» 
amolint  of  ite  notoa  in  dradalioii  on  every  day  oftiM  pieoediiig 
iradk^and  ako  the  average  diffiog  theiveel:;  wdaft  theend  of 
iB«^  ^leriod  of  fbiff  weeha,  a  ataitamenfc  of  tiha  aveiFa0B  amooiit  of 
the  mad  ftar  iredo^  elotig  witfi  the  antheriaed  amonit^  dn^ 
verified,  in  Uie  case  of  a  privitte  batdDsr,  hy  the  dgatttoze  of  the 
leaheror  hia  oaahier;  and  in  the  oaae  of  a  eompany  or  pail' 
nenhip,  17  the  aigniitoa  of  the  managing  diiector,  partner,  or 
diief  cashier.  Any  n^leot  or  lefifial  to  tender  sadi  an  aoocmnt^ 
or  a  lUse  retom,  incon  a  penalty  of  £100. 

7  <t  8  Viet  (1844),  o.  82,  8. 18. 
23.  All  existing  banking  companies  may  register  themselves 
under  the  Limited  Liability  Act,  1858,  upon  giving  80  days' 
notice  to  each  of  their  customers. 

21  &  22  Vict.  (1858),  c.  91,  s.  1. 

43.  If  there  be  several  partners  in  a  country  bank  of  issue, 
the  right  of  issue,  on  the  death  of  the  other  partners,  belongs 
exclusively  to  the  surviving  partner. 

Smith  y.  Everett,  27  Beav.,  446. 

44.  1.  Tender  of  payment  in  country  bank  notes  is  good,  if 
not  objected  to  on  that  account  (a). 

2.  Even  if  a  banker  tender  his  own  notes  which  are  afterwards 
dishonoured  (b). 

(a)  Vernon  v.  Bouverie,  2  Show.,  296.  Ttusel  v.  Lewis,  Ld.  Baym., 
743.  Ward  v.  Evans,  2  Ld.  Bayni.,  298.  Polglass  v.  Oliver,  2  Tyr., 
89.  Owenson  v.  Marse,  7  T.  B.,  64.  Lockyer  v.  Jones,  Peake,  289. 
Tiley  v.  Courtier,  2  C,  &  J.,  6n.  Piekard  v.  Bankes,  13  East.,  20. 
Shipton  V.  Casson,  8  D.  <fe  R.,  130.    Clarke  v.  Shee,  1  Cbwp.,  197. 

(6)  Ouardians  of  Lichfield  Union  v.  Green,  1  H.  <k  N.,  884. 

46.  !•  If  country  bank  notes  be  taken  in  payment  of  goods  at 
the  time  of  the  sale,  and  as  part  of  the  contract,  so  that  no  debt  is 
created,  and  without  indorsement,  the  vendor  takes  them  at  his 
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own  risk,  and  has  no  remedy  against  the  transferor,  if  the  banker 
fails  before  he  obtains  payment  of  them. 

2.  Bnt  if  the  transferor  knew  at  the  time  he  offered  the  notes 
in  payment  that  the  banker  had  &iled,  he  is  liable. 

3.  But  if  the  note  be  taken,  not  at  the  time  of  the  exchange, 
but  in  payment  of  a  pre-existing  debt,  however  short  a  period  has 
elapsed  between  the  creation  of  the  debt  and  the  tender  of  the 
notes,  if  the  transferee  presents  the  notes  within  due  time,  and 
finds  that  the  banker  has  failed,  and  gives  due  notice  of  dishonour 
to  the  transferor,  he  may  demand  payment  of  his  original  debt. 

Vernon  v.  Bouverity  2  Show.,  296.  Cooksey  v.  Bouverie^  2  Show., 
296.  Ward  v.  Evans,  Ld.  Baym.,  928.  Moore  y.  Warren,  1  Stra., 
415.  Holme  v.  Barry,  1  Stra.,  415.  Turner  y.  Meade,  1  Stra.,  416. 
Manwaring  v.  Harrison,  1  Stra.,  508.  Howard  y.  Bank  of  England, 
1  Stra.,  550.  Camidge  y.  AUenJby,  6  B.  <&  C,  373.  Bogers  y.  Lang- 
f&rd,  1  C.  A  M.,  637.    Bohson  y.  OUver,  10  Q.  B.,  704. 

46.  1.  If  a  customer  pays  into  his  account  with  his  banker, 
the  notes  of  another  banker,  for  which  his  banker  gives  him  either 
credit  in  account,  or  a  deposit  receipt ;  and  if  the  banker  on  duly 
presenting  the  notes  for  payment  finds  that  the  banker  who  issued 
them  has  failed,  and  if  he  gives  due  notice  of  dishonour  to  his 
customer,  he  may  cancel  the  credit  (a). 

2.  But  if  instead  of  demanding  payment  of  the  notes  he  takes 
a  credit  in  account  with  the  banker  who  issued  the  notes,  that  is 
equivalent  to  payment,  and  he  is  liable  to  his  customer,  if  the 
other  banker  fails  (h). 

(a)  Timmins  y.  Oibbons,  18  Q.  B.,  722. 

(h)  Gillard  y.  Wise,  5  B.  &  C,  184. 

47.  If  one  person  changes  a  bank  note  as  a  favour  for  another, 
and  if  on  duly  presenting  the  noto  for  payment  he  finds  that  the 
banker  has  failed,  and  if  he  gives  due  notice  of  dishonour  he  may 
demand  back  his  money. 

Rogers  y.  Langford^  1  C.  <k  M.,  687.  Turner  v.  SUmes,  I  D.  A 
L.,  122. 

48.  1.  Bank  notes  made  payable  at  a  particular  place  must  be 
presented  there  for  payment,  to  enable  the  holder  of  them  to  sue 
the  maker  (a). 

2.  Even  if  the  banker  is  notoriously  insolvent  and  has  closed 
his  place  of  business,  that  will  not  excuse  the  want  of  pre- 
sentment (b.) 

3.  But  between  third  parties,  if  a  banker  has  become  notoriously 
insolvent  and  has  closed  his  place  of  business,  presentment  of  his 
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i  diane  k  noi  tubo»arj  v&  charge  the  tiMidenir,  if  thm  timns- 
iere€  @  ii^bniie^  of  the  bftoker't  £top]jttge  ai  pAjmeiit;  imliiii  the 
tzme  Hmkad  for  preieotiiietit^  aod  gi%ei  notice  of  dialxwoar  to 
Ibe  trauiferor  witluii  r^^iuJbk  time  Mter  betiig  lnlbraied  of  tte 
&^  («.) 

4.  And  mnDHUe  lane  fcr  notice  of  diiboiKiflr  i 
Itmilal  to  tibe  time  for  [iraseaitniefit  fbr  pojmeiit  (du 

it^i  Smmdtrwm  r.  Bimtt,  11  EmL,  5m,    Dt^HmM^m  ^.  fiaw»«  |ft 

lM>jKnr.  $  SI  A  Sv,  150,     j^aiMia  t,  Dtortfcril,  13  IL  «  W.,  SSL 

S^mBet  T.  Off J2ff,  1  Ex.,  384,     S^mi;  t.  Oiu^lir,  «  C.  B.,  751.       ' 

W  Bmt$  T.  Hmi^  5  Timit.,  34^    5a«A  t.  CWi^,  «  C.  B^  751. 

i  D.  ^  L^  in.     Bfi^mm  T.  OI<r#r,  10  Q.  B^,  TW. 
(d)  EobMm  r*  Olinr,  10  Q,  B„  7M- 
49.    If  ooimtiy  bank  notes  mte  given  in  pajment  to  a  servant^ 
stidi  aooeptance  by  the  servant  does  not  biiid  tht  mmsteT,  mnd  hs 
hm  foO  time  to  present  th^n  for  pftjineiit  afor  ha  h^  teoeiv^ 
tiicm&oin  hii  ^rranl. 

Ward  T.  i:r**f .  t  Id.  Bftjia.,  9S8.     /«««»  ▼,  HcidiUk,  0  D  * 

60.  If  pttjBKnt  fer  goods  be  made  in  coontiy  bank  notes^  an^ 
the  banker  &Qs  be^re  delivery  of  the  goods,  (jie  Tendor  maj 
retain  them  if  not  sent^  and  has  Hie  right  of  stoppage  m  tran^Um. 

Owemm  y.  Mcrwe^  7  T.  B.,  64. 

61.  If  a  poson  pays  his  acceptance  by  notes  in  which  he  has 
no  prop^ty,  it  is  no  payment^  and  he  is  still  liable. 

Manmn  y.  Cory,  1  Latw.,  277. 

62.  A  bank  note  made  payable  at  two  places  may  be  presented 
-at  either,  and  if  payment  be  refused  at  once  it  is  no  laches,  eren 

though  it  might  be  more  oonyenient  to  present  it  at  the  other 
where  it  would  have  been  paid. 

BeecMng  v.  Gower,  Holt,  N.  P.,  313. 

68.  1.  The  holder  of  ooontry  bank  notes  mnst  drcnlate  them 
or  present  them  for  payment  within  banking  hoars  (aX  of  the 
next  day  after  he  has  receiyed  them,  if  the  banker  liyes  in  the 
same  place,  to  charge  the  transferor  if  the  banker  feils  ((). 

2.  If  the  banker  liyes  in  a  different  place,  he  mnst  transmit 
them  for  payment  by  the  post  of  the  next  day  after  he  has  reoeiYed 
them  {c) 

3.  The  receiver  has  all  the  banking  hours  of  the  next  day  after 
he  has  received  them  to  present  them  for  payment  {e). 
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4.  The  sender  may  cat  the  notes  in  halves,  and  send  one  set  of 
halves  the  day  after  he  has  received  them,  and  the  second  set  the 
day  after  that  (c). 

5.  The  time  for  the  receiver  to  present  the  notes  for  paym^t 
does  not  begin  to  run  until  he  has  received  the  second  set  of 
halves  (c) :  the  sender  has  not  parted  with  the  property  of  the 
notes  until  he  has  sent  the  second  set  of  halves :  and  until  he  has 
ddne  that  he  may  reclaim  the  first  set  of  halves  (d). 

6.  Sunday,  Christmas  day,  Good  Friday,  a  public  fast  or  thanks- 
giving day ;  or  a  day  on  which  a  man  is  forbidden  by  his  religion 
to  transact  secular  business  (/);  but  not  a  bank  holiday  (^);  are 
not  counted :  therefore,  if  a  man  receives  a  bank  note  on  such  a 
day,  he  has  till  the  second  day  after  to  present  or  transmit  it  for 
payment  (h). 

(a)  Parker  t.  Gordon,  7  East.,  385.  Elford  y.  Teed,  1  VL  &  &,, 
28.  Jameson  v.  Swinton,  2  Taunt.,  224.  Whitaker  v.  Bank  of 
England,  IC.U,&  B.,  744. 

(b)  Manwaring  v.  Harrison,  1  Stra.,  608.  Medealf  v.  HaU,  8 
Doag.,  118.  Appleton  v.  Sweetapple,  8  Doug.,  187.  Robson  v. 
Bennet,  2  Taont.,  888.    Rickford  t.  Bidge,  2  Camp.,  587.    BeecMng 

▼. ,  Holt,  N.  P.,  815.     WiUiams  v.  Smith,  2  B.  <fe  Aid.,  496. 

Boddington  v.  Schlencker,  4  B.  <fc  Ad.,  752.  PockUngton  v,  Sylvester^ 
Chitty,  9tb  ed.,  p.  885.  Motile  v.  Brown,  4  Bing.,  N.  C,  266.  Har€ 
V.  Uenty,  10  C.  B.,  N.  8.,  65. 

(c)  WiUiams  v.  Smith,  2  B.  <fe  Aid.,  496. 
\d)  Smith  y.  Mwndy,  2  E.  <fc  B.,  22. 

(/)  Lindo  ▼.  Unsworth,  2  Camp.,  602. 
ig)  84  Vict.  (1871),  c.  17. 

(h)  Tassel  v.  Letois,  1  Ld.  Baym.,  743.  89  ib  40  Geo.  8  (1800),  e. 
42.    7  AS  Gdo.  4  (1827),  c.  15. 

On  Chbqubs. 

64.  1.  The  relation  between  a  banker  and  his  customer  on  an 
ordinary  banking  account  is  that  of  simple  debtor  and  creditor: 
and  not  that  of  trustee  and  cestui  que  trust 

2.  Money  paid  by  a  customer  to  a  banker  belongs  absolutely  to 
to  the  banker ;  it  is  a  Mutuum,  or  Loan,  and  not  a  Depoaiium,  or 
Bailment. 

3.  In  exchange  for  the  money  the  banker  gives  his  customer  a 
Credit,  or  a  right  to  demand  an  equal  sum  of  money  with  or 
without  notice* 

Vernon  v.  Uankey,  2  T.  B.,  118.  Cart  ▼.  Carr,  1  Meriy.,  541n. 
SUech'8  cau,  I  Her.,  560.    Sim  v.  Bond,  5  B.  <fc  Ad..  892.    Bank 
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C«.,  31.     WmM  ▼.  CJlruci^,  II  Bwr^  SItfL     £r  pvft  ITlvav.  3^ 
L  J^  Oi.  laL 

^,  A  Cretiic  in  %.  banters  boolB  in  fbvuiir  of  a  iiifaiitfi 
ii^  in  baoJcinf  lam^nafe,  taenned  :k  Dipqot. 

Baaidxi^  Credna,  or  Deposca^  net  of  cwo  arti — 

1,  When&  die  enatomer  ha>  die  right  of  reqinrine  le^miUBeui  qf 
Ui  monej  widumc  nocice.  Tlis  kind  of  acrwrni;,  in  bankiB^ 
ligninris  18  termed  z.  EhULwn^  or  Cususr  Agtocst. 

i*  Where  the  cmfiooier  a|?mi  noc  a>  lipfiwuifi  icpKfnKot 
without  ^  certain  nodce.  TIib  account  in  hankfng  kngiu^  m 
tenatd  &  r>iPf)ar7  Accocrr.  In  exdumse  fiir  die  mtxksj^  As 
banker  gtvea  hia  cBsuxoa'  a  receipt,  termed  a  Dooor  I^m  mn^y 
eooUinin;^  the  cerma  of  die  conoract. 

Z,  Formeri  J  dieae  depcfit  reeeipca  woe  what  was  tamed  nan- 
negcCbbie.  The j  were  made  pajabfe  to  die  cfoUMwr  hrawetf 
cttlj,  and,  conaeqaendj,  if  the  nwfeonyr  cno^sred  hia  deposit 
receipt  to  anj  one  else,  the  trazuferee  could  not  sk  die  hanker  at 
Low  in  hia  ofwn  name,  thoo^  be  mi^  in  the  name  of  die  trama- 
ferryr ;  bat  he  might  sue  him  in  Eqaitr.  Bat  since  die  Sopreme 
Coort  of  Jadicatnre  Act,  which  enacts  that  the  rales  of  Eqnitj 
shall  prevail  oyer  thofie  of  Common  Law,  a  Depost  Receipt  is  as 
iransfera^^Ie  a»  a  Bank  Xoce  or  a  Cheque. 

66.  An  Order  on  a  drawing  accocmt  at  a  banker^s,  pajaUe  to 
any  person,  or  *^ bearer,"  or  "order,"  on  demand,  is  in  modem 
oommereial  language  nsaallj  termed  a  CHBQrB. 

67.  A  creation  or  declaration  of  trust  of  a  Debt,  or  Chose-m- 
actum,  maj  l^ie  made  by  mere  words,  without  writing,  and  when 
ODce  made  is  irrevocable,  except  by  consent  of  all  parties. 

Sab  ▼.  Sah,  10  Mod.,  40L  Ford^ce  t.  WiUiawu.  3  Bro^  C.  C, 
577.  Ardrrn  v.  RfAcnty,  5  E«p.,  255.  BayUtf  t.  Baulcoa^  4  Boss., 
JM5.  Hentxnc  v.  Tmcfmend,  1  My.  &  K.,  506.  Crahh  t.  Crahh,  1 
My.  A  K.,  511.  Kilpin  v.  KUpin,  1  My.  A  K,.  520.  Boyd  t. 
Emer$fm,  2  K.  Sl  E.,  184.  TihbiU  ▼.  George,  5  A.  A  E.,  107.  Mae^ 
fadden  v.  Jenkyru,  1  Hare,  458.  Hawkins  t.  Gardiner,  2  8m.  A 
Gif.,  451.     Peekh/im  v.  Taylor,  31  Bear.,  250. 

Rules  relaiiru^  to  the  transfer  of  Choses-in-action. 

1. — Assignment  of  a  Chose-itu-action  by  Creditor  to  Transferee. 

68.  1.  An  aBBignment  of  a  chosen-action  in  equity  is 
equifalent  to  the  delivery  of  the  chattel  in  Law. 
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4.  The  sender  may  cat  the  notes  in  halves,  and  send  one  set  of 
halves  the  day  after  he  has  received  them,  and  the  second  set  the 
day  after  that  (f ). 

5.  The  time  for  the  receiver  to  present  the  notes  for  paym^t 
does  not  begin  to  ran  until  he  has  received  the  second  set  of 
halves  (c) :  the  sender  has  not  parted  with  the  property  of  the 
notes  until  he  has  sent  the  second  set  of  halves :  and  until  he  has 
ddne  that  he  may  reclaim  the  first  set  of  halves  (d). 

6.  Sunday,  Christmas  day.  Good  Friday,  a  public  fast  or  thanks- 
giving day ;  or  a  day  on  which  a  man  is  forbidden  by  his  religion 
to  transact  secular  business  (/);  but  not  a  bank  holiday  (^);  are 
not  counted :  therefore,  if  a  man  receives  a  bank  note  on  such  a 
day,  he  has  till  the  second  day  after  to  present  or  transmit  it  for 
payment  (A). 

(a)  Parker  v.  Gordon,  7  East.,  385.  Elford  y.  Teed,  1  VL  A  Q,, 
28.  Jameson  v.  SwinUm,  2  Taunt.,  224.  Whitaker  v.  Bank  of 
England,  1  C.  M.  &  R.,  744. 

(6)  Manwaring  v.  Harrison,  1  Stra.,  608.  Medealf  v.  HaU,  8 
Doug.,  113.  AppUton  ▼.  Sweetapple,  8  Doug.,  187.  Robson  v. 
Bennet,  2  Taunt.,  388.    Rickford  y.  Bidge,  2  Camp.,  687.    BeecUn§ 

v. ,  Holt,  N.  P.,  816.     Williams  v.  Smith,  2  B.  <fe  Aid.,  496. 

Boddington  y.  Schlencker,  4  B.  &  Ad.,  762.  PockUngton  v.  Sylvester, 
Chitty,  9tb  ed.,  p.  386.  MouU  y.  Brawn,  4  Bing.,  N.  C,  266.  Har€^ 
V.  Henty,  10  C.  B..  N.  8.,  66. 

(c)  Williams  y.  Smith,  2  B.  <fe  Aid.,  496. 

(d)  Smith  y.  Mundy,  2  E.  <fe  B.,  22. 
(f)  Lindo  y.  Unsworth,  2  Camp.,  602. 
iq)  34  Vict.  (1871),  c.  17. 

(h)  Tassel  y.  Lewis,  1  Ld.  Baym.,  743.  39  ib  40  Geo.  3  (1800),  e. 
42.    7  <fe  8  Geo.  4  (1827),  c.  16. 

On  Cheques. 

64.  1.  The  relation  between  a  banker  and  his  cnstomer  on  an 
ordinary  banking  account  is  that  of  simple  debtor  and  creditor : 
and  not  that  of  trustee  and  cestui  que  trust. 

2.  Money  paid  by  a  cnstomer  to  a  banker  belongs  absolutely  to 
to  the  banker ;  it  is  a  Mutuum^  or  Loan^  and  not  a  Depositum,  or 
Bailment. 

3.  In  exchange  for  the  money  the  banker  gives  his  cnstomer  a 
Credit;  or  a  right  to  demand  an  equal  sum  of  money  with  or 
without  notice^ 

Vernon  y.  Hankey,  2  T.  B.,  118.  Carr  y.  Carr,  1  Meriy.,  641n. 
SUech's  casA,  1  Her.,  660.    Sim  y.  Bond,  5  B.  di  Ad..  898.    Bank 
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w,  S^Myvc,  il  Besr^  ^6S.    Et^Ur  v,  Jl4eliM&,  5  W,  B.,  447.     F  iWfiT  j 
▼.  B^/lt.  4  D»  O.  M.  A  G'.  tTi.     i:iaf  tiM'«  ctt«r,   1  M er^  57SL 

60*    For  the  porpose  of  notiee  ik>  pftitlccilar  ftrtn  of  wortlg  is 
Ad7  won^  are  iofficteDt  whicti  sitew  an  inientUm  cf 
[  or  approprntiog  the  rh^m^'OeUm  to  or  fbr  die  «■» 
Bgiiee. 

AoM'  T^  AnGAM,  1  ¥«-,  MQ^  Ql.      Timia  v„  Gn3««,  1  Vml,  j«il, 

(Ip,  €&.    Hmik  T.  HaJ?,  4  T«ttDlv.  336.    E^  parU  A9dtT*ftm^  1  Mad^ 
OL     Owv/Mt  T*  Gumrjr.  i  Mo,  &  Se^  471.     SmiIA  t.  SMtfA,  2  C^* 
^  A  IC,  Kl,     £.  fMrt€  C^rfM,  4  D.  *  CV  357.     £jr  jvrf^  So«a,  % 

Swum.,  39i.  TiMrU  v.  Otm^,  5  A.  ^  E.,  107.  ^Hf^foBtfiHi  t. 
^ryir««tA,  «  A.  *  R.,  STfi.  il<i^l««44i«  T./MAym,  1  H«Mb4& 
£'E>Cr<nf€  ▼.  VEttram^,  13  BcftY^  381.  Rkemd  ▼.  niiiMrf, 
1  K,  A  J..  277.  BM^^ot^'t  htfmm^  rf.  3  £,  &  J^  300l  J«(i^  i^. 
F&rrell.  S  Jul..  N-  S.,  751. 

m.  But  the  Dotioe  gi^en  must  be  2A^a/L  An  inEfcrament  net 
^Imflilly ''  atampod  is  rold  and  of  no  effect;  if  notice  be  giy^n 
Iff  waA  an  instniment  the  holder  of  the  fiind  most  not  regard  it: 
if  he  paj8  on  such  an  instniment  the  pfijmeat  Is  void,  ereD 
thoa^  he  agreed  to  do  so. 

Bnt  if  the  notice  be  giTen  by  an  instnunent  not  ^doly** 
sUimped,  the  notice  is  Talid. 

Firhank  v.  BeU,  1  B.  <fe  Aid.,  36.  EwUy  T.  CoOim,  6  M.  ^k  &,  144. 
Rippitur  T.  Wright,  2  B.  ^fc  Aid.,  478.  ButU  y.  Swanj  S  Bra.  A  B^ 
78.  CoUyer  v.  FaUon,  Tarn.  A  B.,  459.  Lord  Brofghrooke  t. 
Meredith,  13  Sim.,  271.  Parumt  t.  MiddUUm,  6  Haro,  861.  Jfoe' 
^oican  T.  SmiiK  26  L.  J.  Ch.,  8.    Pott  t.  Lomiu,  6  H.  A  N.,  5S9. 

62.  1.  Notice  given  to  a  person  who  has  not  jet  leoeiTcd  the 
fhnd  is  nnll,  void,  and  of  no  effect. 

2.  I^  therefore^  several  assignments  of  the  fnnd  have  been  made, 
and  notices  given  to  a  person  before  he  has  received  it,  they  are 
nnll  and  void,  and  the  priorities  take  effect  according  to  the  oider 
of  the  assignments  (a). 

8.  Bnt  if  the  person  who  expects  to  receive  the  ftand  prcMuifles 
the  assignee  that  he  will  hold  it  when  received  for  him,  he  is  boimd 
by  that  promise  {h). 

(a)  Bodiek  t.  OandeU,  1  De  O.  M.  <&  O.,  768.  BnUer  t.  Plumkett, 
1  JohiiB.  &  H.,  441.  Webster  t.  Webiter,  31  Beav.,  398.  Somertet 
T.  Caxj  83  Beav.,  634.    Earl  of  Suffolk  t.  Cox,  36  L.  J.,  CJh.  591. 

(b)  Clark  ▼.  Adair,  cited  4  T.  B.,  348.  Stephem  v.  HiU,  8  £gp., 
247.    KiUby  v.  WiUiamM,  5  B.  <ft  Aid.,  815. 
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63.  The  Parchafier  of  a  choM^n-acUm  takes  it  subject  to  any 
prior  trusts,  equities,  claims,  or  possibilities  of  such,  at  the  time 
of  the  assignment. 

Colet  V.  Jonet,  2  Vern.,  692.  TurUm  ▼.  Beruon,  1  P.  Wms.,  496. 
Davit  V.  Austin,  1  Yes.,  Jan.,  247.  Matthetot  ▼.  Wallwyiit  4  Yes., 
118.  Hill  V.  Caillovel,  1  Yes.,  sen.,  128.  Daubery  ▼.  Coekbum,  1 
Mer.,  626.  Hamil  v.  Stokes,  4  Price,  161.  Priddy  v.  Rote,  8  Mer.. 
86.  Morrig  v.  Livie,  1  Y.  A  Col.,  C.  C,  880.  Ord  ▼.  WhiU,  8 
Beav.,  357.  Mo<yre  ▼.  JmTM,  2  CoU.,  60.  Smiefc  ▼.  Parkes,  16  Beav., 
115.  Coc*«M  V.  Taylor,  15  Beav.,  108.  Cavendish  v.  Oreaves,  24 
Beav.,  163.    Manningford  v.  Toleman,  1  Col.  C.  C,  235. 

2. — Or^  ^n^^n  ^  a  Oreditor  to  a  Debtor  to  pay  a  third  person. 

64.  If  a  creditor  gives  an  authority  or  order  to  his  debtor  to 
pay  a  third  person,  then — 

1.  If  the  debtor  pays  the  money  to  the  third  person  in  pursuance 
of  such  authority,  the  payment  is  good  {a). 

2.  If  the  debtor  assents  to  make  such  payment  and  com- 
municates such  assent  to  the  third  person,  a  trust  is  created, 
irrevocable,  except  by  the  consent  of  all  parties,  and  the  third 
person  has  an  action  against  the  debtor  for  the  money  {h). 

3.  An  agreement  to  pay  ftmds  which  will  only  be  received  at  a 
future  time  is  equally  binding  as  one  to  pay  funds  in  actual 
possession  {c), 

4.  If  the  third  person  becomes  informed  that  the  debtor  has 
boen  directed  to  pay  him  a  sum  of  money,  he  may  sue  him  for  it  {d). 

5.  Until  the  debtor  has  actually  paid  the  money  or  entered  into 
a  binding  agreement  to  do  so  in  pursuance  of  the  authority,  the 
creditor  may  countermand  the  direction  and  demand  repayment  of 
the  money  (e). 

(a)  Gibson  v.  Minet,  2  Bing.,  7.  Brind  v.  BampsUre,  1  M.  A 
W.,  365. 

(h)  Williams  v.  Everett,  ^  East.,  582.  Hodgson  ▼.  Anderson,  8 
B.  &  C,  842.  Humphreys  v.  Briani,  4  C.  <fe  P.,  157.  LiUy  v.  Hays, 
5  A.  <S^  E.,  548.  Hutchinson  y.  Hey  worth,  ^  k.  &  E.,  875.  Walker 
V.  Rostron,  9  M.  <&  W.,  411.  Hamilton  v.  Spottiswoode,  4  Ex.,  200. 
Farley  v.  Turner,  26  L.  J.,  Ch.  710.  Noble  ▼.  National  Discount 
Co.,  5  H.  <&  N.,  225.    Griffin  v.  Weatherby,  L.  B.,  8  Q.  B.,  758. 

(c)  Walker  v.  Rostron,  9  M.  <fe  W.,  411.  Hamilton  v.  Spottiswoode, 
18  L.  J.,  Ex.,  392.    Gnffin  v.  Weatherby,  L.  B.,  8  Q.  B.,  758. 

(d)  Bum  V.  Carvalho,  4  My,  A  Or.,  690.  86  A  87  Yiot.  (1873),  o. 
66,  s.  25,  §  11. 

(e)  Whitfield  y.  Savage,  2  B.  <ft  P.,  277.  Gibson  y.  Minet,  2  Biag., 
7.  Brind  v.  Han^hire,  1U.A  W..  865.  Malcolm  v.  SeoU,  6  Bx.f 
601.    Morrell  v.  Wootton,  16  Beav.,  197. 

2  K  2 


THEORY 

66*    A  Credit  in  ocoount  or  Deposit  if  taken  infitGad  of  mojiej^ 

IB  good  paTmeut^ 

^GiUnrd  ?.  Wue,  6  B.  A  C,  134* 
66,     1*  TfacoBbc^mer  leavae  a  deposit  or  balance  on  his  aeeoant 
without  operating  on  it  for  dx  jears,  the  Statute  of  LimitatioDS 

rppltes,  and  the  banker  is  not  liable  (a). 
But    if  the  banker   enters  op  interest  to  the  credil    of  him 
customer,  tbat  will  aave  the  statute  (b). 

t(a)  PdU  v.   Ckif0,   16  M.  &  W.,  33L    Fi*lqf  r.  HiU,  2  H_  X.. 
Ca,,  39, 
(fc)  9  Geo,  4  (laas),  c.  14,  i,  1.    Bam^ld  v,  Tttpper,  7  Ex.,  27. 
£*rrt||^  V,  Guetulnd^^  2  C.  4  J„  61. 

67*  A  Deposit  or  balance  on  a  banking  aooontit  passes  by  will 
under  the  wordE"all  his  readj  niouey'*  (a);  '*  all  debu  dne  to 

him  "  (fr)  ;  but  not  under  "  all  liis  stock  iu  trade  "  if). 

^  (a)  Vaitei/v.  litynoldn^  6  BtMa.»  12.     Tayhff\.  Taylor^  I  JtiT.,4dl. 

■  ParUr  v.  3/*Jrf  Afliil,  t   PliU*,  356.     Mannitt^  ¥,  PurtW^  2  8m,  41 

V  GIL,  392. 

V  ih)  Cofr  T.  CflfT,  1  Mer.,  6«In- 

(r)  P^fuurf  V.  Marquit  of  BiiU^  11  Tefl.,  Cfifl. 

68.  By  the  General  Stamp  Act  (a)  drafts  or  oideiB  for  the 
payment  of  money  to  bearer  on  demand  were  exempted  fbom  stamp 
duty,  provided  that — 

1.  They  were  drawn  upon  a  banker  or  a  person  acting  as  a 
•banker. 

2.  The  place  where  they  were  drawn  did  not  exceed  15  (^)  miles 
from  the  banker's  place  of  residence. 

8.  The  place  where  they  were  drawn  was  truly  stated  on  them. 

4.  They  were  issued  on  the  day  or  the  day  after  they  were 
dated. 

5.  The  payment  was  directed  to  be  made  in  money,  and  not  in 
bills  or  notes. 

(a)  65  Geo.  8  (1815),  c.  184,  ached. 

(b)  9  Geo.  4  (1828),  c.  49,  a.  15. 

69*  The  stamp  duty  on  any  draft  for  the  payment  of  money 
to  bearer  or  to  order  on  demand,  or  at  sight  or  presentation 
is  one  penny. 

as  <&  84  Vict.  (1870),  c.  97,  a.  50. 

70.    Every  person  who  makes  or  issues  an  unstamped   draft 

*  violating  any  one  of  the  previous  conditions,  is  liable  to  a  penalty 

*  of  £100;  every  one  knowingly  taking  it  to  a  penalty  of  £20; 


\ 
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vlwj  banker  knowingljr  paying  it  to  a  penalty  of  £100,  and  he  is 
not  allowed  it  in  acconnt  against  the  persons  by  whom  or  for  whom 
it  was  drawn,  or  any  person  claiming  under  them. 
55  Geo.  3  (1815),  c.  184,  a.  18. 

71.  1.  If  any  person  remits  an  unstamped  draft  payable  to 
bearer  on  demand,  drawn  upon  a  banker,  to  any  place  more  than  15 
miles  distant  ftx)m  the  place  where  such  draft  is  payable,  or  cir- 
culate, negotiate,  or  receive  in  payment  such  a  draft  in  such  a  place, 
he  shall  forfeit  £50  (a). 

2.  But  if  it  be  duly  stamped  it  may  be  remitted  to  or  circulated 
and  negotiated  in  such  a  place  (b). 

(a)  17  A  18  Vict.  (1854),  o.  88,  8.  7. 

(b)  17  A  18  Viot.  (1854),  c.  83,  b.  8. 

72.  1.  The  penny  stamp  on  such  a  draft  may  be  either  im- 
pressed on  the  paper  or  adhesive :  and  may  either  be  a  draft  or  a 
receipt  stamp  (a). 

2.  If  the  stamp  used  be  adhesive,  the  person  who  signs  the 
draft  must,  before  he  issues  it,  cancel  or  obliterate  the  stamp  by 
writing  his  name  or  initials  over  it,  under  a  penalty  of  £10. 

(a)  17  &  18  Vict.  (1854),  c.  88,  8.  10. 
{b)  33  &  34  Vict.  (1870),  c.  97,  a.  24,  §  2. 

73.  The  penalty  for  issuing  an  unstamped  cheque  on  a  banker 
is  the  same  as  for  issuing  an  unstamped  bill  of  exchange. 

21  &  22  Vict.  (1858),  c.  20,  a.  2. 

74.  1.  If  any  draft  or  order  subject  to  the  penny  stamp  duty 
comes  unstamped  into  the  hands  of  a  banker,  he  may  affix  the 
stamp  and  cancel  it,  and  pay  the  draft  and  charge  the  duty  against 
the  person  liable,  or  deduct  it  from  the  sum  payable. 

2.  The  draft  is  then  good  and  valid,  so  far  as  it  relates  to  the 
stamp  duty,  but  it  does  not  relieve  the  person  who  issued  it  un- 
stamped from  the  penalty. 

33  &  34  Vict.  (1870),  c.  97,  a.  54,  §  3. 

75.  A  draft  or  order  for  payment  sent  or  delivered  by  the 
drawer  or  maker  to  the  banker  or  person  acting  as  such,  by,  or 
through,  whom  the  payment  is  to  be  made,  and  not  deliver^  to 
the  person  to  whom  the  payment  is  to  be  made,  or  to  any  person 
on  his  behalf,  requires  a  penny  stamp  and  may  be  post  dated. 

33  &  34  Vict.  (1870),  c.  97.  a.  48,  §  3.  • 

76.  If  a  draft  or  order  be  duly  stamped  previously  to  issue, 
whether  it  be  payable  to  bearer  or  order  on  demand,  it  may  be 
drawn  at  or  remitted  to  any  distance  fix)m  the  place  of  payment; 


T7.   If  itbe]fl0iied,8tamped»iiid|K)iifc4il9^ 

€titieyttifc  to  to  jawjeifi  I 

(1.)  It  it  wlMlty  mml  in  tte  bM^fi  cf  all  ptrtwi  i^fgniwitf 
.cfJ^^  ftefai;  ft oHmol beermat  laiefiilmmHmpftmmffSfy^  m 
Iaw<»feqiiitjto6BtabIiah  a  Talid  oontracfc  b^feimn  tbwi  (#)k 
i   <ft^)Bofc  iik«]id»«liafaiiid»affnimowi^ili|f^ 
falne  who  was  not  awaie  of  idbe  ft^  (I)* 

(8.)  tf  abaiikerpajBBfiokaainalrameQlivitibo^  tiie 

ftota»  the  pajpneat  ia  good  (e). 

"^'^{^L)  Uma^  be  med  k e?idBaDfia  to piofe  a ftaiid (lOf  or  ii  iaiqr 
%!&i&al  piodeefin;  (iQ. 

(a)  ai  Oop.a  (1791), 0.86, a.  It.    AUm  r.Kmm,tmmi^U§. 

,    I,    «ia^  Sii«r^.iri»f:Mi^9iiL#w^       4>NiHr«f^T.  c^iPi«wii,xv* 

((k 7^709*    OflvpfT^jriBrtiiMr, 9 ?•(»?:, 909.    ^aiKaT.JNillfafA 
6B.akS.,687. 

(6)  fTtUiomf  V.  JarreUy  5  B.  ^k  Ad..  82.    ilfi#ttft,T.  Btiityoni,  6  B. 
<&  S.,  687. 

(c)  WaUon  ▼.  PouUan,  16  Jur.,  1,111. 

(d)  Wation  v.  Pcmtoon,  16  Jur.,  1,111. 

(e)  17  &  18  Yiot.  (1854),  o.  83,  8.  27. 
2. — If  the  cheque  be  payable  to  order — 

(1.)  It  is  a  valid  instrnment  and  may  be  received  in  evidence 
(a) ;  and  should  be  paid  by  a  banker  at  its  date,  even  though  he 
knew  it  to  be  post  dated  (b). 

(2.)  But  the  issuer  is  liable  to  a  penalty  for  issuing  a  bill  not 
duly  stamped  (c). 

(a)  Key  v.  Mathias,  S  F.  A  F.,  279.     WhUtler  v.  Fonter,  14  C.  B., 
N.  S..248. 

(b)  Emanuel  v.  BoharU,  17  L.  T.,  N.  8.,  646. 

(c)  65  Geo.  3  (1815),  o.  184,  s.  11.    21  &  22  Vict.  (1858),  c.  20,  8. 2. 

78.  A  post  dated  cheque  drawn  by  a  member- of  a  firm  who 
has  no  power  to  bind  his  partner  by  bill  is  absolutely  void  in 
the  hands  of  a  person  cognisant  of  the  fact,  whether  it  be  payable 
to  bearer  or  to  order. 

FosUr  V.  Mackreth,  L.  R.,  2  Eq„  163. 

79.  No  banker  who  has  not  the  right  of  issuing  notes  may 
ipt  or  engage  to  pay  a  cheque. 
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(2.)  A  bauker  who  accepts  or  engages  to  pay  a  cheque  must 
include  such  cheques  in  the  return  of  his  issue  of  notes. 
7  &  8  Vict.  (1844).  c.  82,  a.  11. 
17  &  18  Vict.  (1854)  o.  88,  e.  11. 

80.  1.  By  the  custom  of  bankers,  the  contract  between  a 
banker  and  his  customer  having  an  ordinary  drawing  or  current 
account  with  him,  is  to  pay  on  demand,  either  to  him  or  to  any 
one  else  to  whom  his  customer  may  assign  them,  whatever  funds 
he  may  have  at  his  customer's  ciedit,  within  a  reasonable  time 
after  he  has  received  them,  and  to  accept  his  customer's  bills 
to  that  amount  {a), 

2.  By  the  custom  of  bankers  possession  of  fhnds  is  equivalent 
to  acceptance,  and  admission  of  f^ds  is  a  legal  acceptance  of  a 
cheque  drawn  by  a  customer  {h). 

8.  A  verbal  promise  to  pay,  or  a  collateral  writing  promising 
to  pay,  or  any  mark  such  as  initials  placed  on  a  cheque,  the  well 
understood  meaning  of  which  is  a  promise  to  pay,  is  a  legal  ac- 
ceptance by  a  banker  having  funds  of  his  customer. 

4.  The  Acts,  1  &  2  Geo.  4  (1821),  c.  78,  s.  2,  and  19  &  20 
Vict.  (1866),  c.  97,  s.  6,  requiring  the  acceptance  of  a  bill  to  be  in 
writing  on  the  bill,  do  not  apply  to  the  promise  of  a  banker  to  pay 
a  cheque,  having  funds  of  his  customer. 

(a)  Marzetti  v.  WiUiams,  1  B.  <fe  Ad.,  415.  Swan  ▼.  Bank  of 
Scotland,  2  Mont.  A  Ayr.,  656.  Foley  ▼.  Hill,  2  H.  L.  Ca.,  28. 
WatU  V.  Christie,  11  Beav.,  646.  Bobarta  v.  Tucker,  16  Q.  B.,  560. 
Eolin  V.  SUward,  14  0.  B.,  595. 

(5)  Stevens  v.  Hill,  5  Esp.,  247.  Ardem  ▼.  Botoney,  5  Esp.,  254. 
Bohs<m  V.  Bennett,  2  Taunt.,  388.  Kilsby  v.  WiUiams,  5  B.  <fe  Aid., 
816.  George  v.  Surrey,  1  M.  <&  M.,  516.  Boyd  v.  Emerson,  2  A.  A 
E.,  184.  Marzetti  v.  Williams,  1  B.  A  Aid.,  415.  Bobarts  v.  Tucker, 
16  Q.  B.,  670. 

81.  1.  A  cheque  is  payment  unless  dishonoured,  and  tender 
of  payment  by  cheque  is  good,  unless  objected  to  on  that  account. 

2.  A  cheque,  to  be  good  tender,  must  be  unconditional ;  and  if 
the  creditor  refuses  it  as  being  conditional,  he  may  commence  an 
action  against  the  debtor  before  he  returns  the  cheque  (b). 

8.  But  the  fact  of  a  cheque  being  drawn  in  favour  of  any  one  is 
no  proof  of  payment,  as  it  may  be  drawn  in  any  one's  name :  there 
must  be  evidence  that  the  money  came  into  the  creditor's  hands, 
as  by  his  indorsement  {e). 

4.  A  cheque  is  not  endenqeper  m  of  a  loan  from  the  drawer  to 
the  payee  (1) :  nxx  to  eflftablidi  m  we/b^S  (2) :  nor  of  a  loan  from 


the  drawee  (a  linker }  to  the  drawer  (3) :  without  further  evidence 
of  the  circumstances  under  which  it  wae  given  (rf). 

But,  if  a  debt  be  proved  to  have  existed  between  the  drawer 
and  the  payee,  a  cheque^  though  not  given  directly  bj  the  drawer 
to  the  payee,  if  proved  to  have  passed  through  the  payee's  hands 
and  been  paid  to  him,  is  prima  facie  evidence  of  the  payment  of 
the  debt,  unless  contradicted  by  collateral  evidence  (e). 

L{(i)  Pftiri^e  v.  Davis,  1  Mo.  A  Eob.,  365,    Jone4  v.  Arthw,  8  DowL, 
442.     Ihvftn  Y.  HitK  2  Camp,,  38L 

(e)  Egg  ▼.  BameU,  8  Bq^,  196.    Carg  t.  CkrriiJW^aqpu*  9i  «  * 

16.  PeofttfT.  Dairia,  lMo.,AiU>b.,  86&  , 

i^)  Aubeny.WeUh,AT9xm%.,^9B.  ' 

(8)  Fieteher  t.  Mourning,  18  Ii.  J.,  Kz.,  180.  ^ 

(4)  Egg  T.  Btanet,  8  B8p.,19e.    Momtfiurd  ▼.  JKsiiMr,  16  M.  A 

W.,  888. .  J^ofweU  t.  ^SMti^  8  a  A  P.,  80. 

.  98*  When  a  cii8toiii6r  Jias  plaoed  seonritieB  in  ite^  hmadmM 
Im  banker,  and  18  i^wed  to  draw  against  them  in  a  oertainiieBr 
ondentood  way,  the  banker  cannot  change  the  naoal  ancnqe  of 
dealing,  and  dishonoor  his  customer's  cheques  withont  giving 
him  notice. 

Gumming  ▼.  Shand,  5  H.  A  N.,  95. 

83.  A  banker  who  pays  a  cheqae  most  cancel  it  by  crossing 
out  the  drawer*8  signature,  under  a  penalty  of  £50. 

55  Geo.  3  (1815),  o.  184,  s.  19. 

84.  Paid  cheques  are  the  property  of  the  drawers,  who  may 
demand  them  back  at  any  time :  unless  they  be  overdrafts,  for 
then  the  banker  has  a  right  of  action  on  them. 

Partridge  v.  Coaiet,  1  By.  &  Mo.,  156.    Burton  v.  Payne,  2  C.  A 
P.,  520.     Reg.  v.  Watts,  2  Den.  C.  C.  R.,  14. 

85.  No  cheque,  draft,  or  order  for  the  payment  of  money,  drawn 
by  any  person  or  accountant  authorised  to  draw  for  the  publip 
service,  is  payable  at  the  Bank  of  England  after  3  p.m. 

4  A  5  Win.  4  (1834),  o.  15,  s.  21. 

86.  1.  If  a  banker  cancels  the  drawer's  signature  to  a  cheque, 
and  if,  before  actual  payment,  he  discovers  any  reason  why  he 
should  not  pay  it,  he  may  withhold  payment  (a). 

2.  But  if  the  money  be  actually  paid  over  to  the  presenter  of 
the  cheque  in  mistake,  the  property  in  the  money  is  gone  from 
the  banker,  and  he  cannot  retake  it  (h). 

(a)  Femandey  v.  Glynn,  1  Camp.,  426. 

(6)  Chambers  v.  Miller,  18  C.  B.,  N.  S.,  125. 
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87.  Cheques  are  within  the  **  summary  procedure  on  Bills  of 
Exchange  Act "  (a) :  and  may  be  taken  in  execution  (b). 

(a)  18  &  19  Vict.  (1856),  o.  67.    Rochford  v.  Daniel,  1  F.  A  F., 
602.    Eyre  v.  Walter,  6  H.  A  N.,  460. 

(b)  1  &  2  Vict.  (1838),  c.  110,  8. 12.     WatU  v.  Jefferyes,  3  Mac.  A 
Gor.,  422. 

88.  1.  If  a  cheque  payable  to  order  bears  an  indorsement  pur- 
porting to  be  that  of  the  payee,  the  banker  is  not  bound  to  inquire 
into  its  genuineness:  and  an  indorsement  by  procuration  is 
within  the  meaning  of  the  Act  (a). 

2.  But  if  any  other  banker  cashes  it  for  the  bearer,  or  gives 
him  credit  for  it,  and  obtains  payment  of  it  from  the  banker  upon 
whom  it  is  drawn,  he  will  be  liable  to  the  drawer  (J). 

(a)  16  &  17  Vict.  (1853),  c.  59, 8. 19.    Hare  v.  Copland,  13  Ir.  Com., 
L.  B.,  426.    CharUs  v.  Blackwell,  The  Times,  May  6,  1876. 

(b)  Ogden  v.  Benas,  L.  B.,  9  C.  P.,  518.    Arnold  ▼.  The  Cheque 
Bank,  The  Timet.  April  24,  1876. 

89.  A  married  woman  or  an  infant  cannot  draw  a  valid  cheque 
except  as  an  agent. 

Calland  v.  Loyd,  6  M.  (fi;  W.,  26. 

90.  1 .  A  cheque  is  an  assignment  of  a  chose-in-actionj  and  when 
communicated  or  notified  by  the  holder  to  the  banker  is  a  complete 
assignment  of  the  fund  (a). 

2.  If  a  cheque  be  notified  to  the  banker  and  the  drawer  dies 
before  it  is  paid,  the  holder  is  entitled  to  payment  (b). 

(a)  Snellgrave  v.  Bayley,  Bidg.  oa.  t..  Hard.,  202.    Morrell  y. 
Wootton,  16  Beav.,  197. 

(b)  Bromley  v.  Brunton,  L.  B.,  6  Eq.,  275. 

21.  1.  If  a  banker  pays  a  cheque  with  a  forged  signature^he 
must  bear  the  loss  (a). 

2.  So  if  the  body  of  the  cheque  be  written  by  his  customer, 
and  fraudulently  altered  by  another  person,  so  as  to  be  payable  for 
a  larger  sum  than  originally  drawn^  and,  the  banker  not  detecting 
the  alteration,  pays  it,  he  must  bear  the  loss  of  the  excess  (b). 

8.  But  if  the  customer  authorises  another  person  to  write  the 
hodj  of  the  cheque,  and  that  person  fraudulently  alters  the  cheque 
so  as  to  make  it  payable  for  a  larger  sum  than  authorised,  and  so 
the  body  of  the  cheque  is  all  in  the  same  handwriting,  the  banker 
will  not  be  liable  (c). 

4.  So  if  a  banker  pays  a  cheque  under  circumstances  which  are 
evidently  suspicious,  he  must  bear  the  loss  (d), 

(a)  Young  v.  Orote,  4  Bing.,  253.    HaU  ▼.  FuUer,  6  B.  &  C,  750. 
(6)  HaU  V.  FuUer,  5  B.  A  C,  750. 


(<?)  ¥oung  t.  GroUf  4  Bing.,  253. 

(c)  SchoUy  V.  J2^7ibibaeiom,  2  C&mp>,  485.     The  drawer  h^d  torn 

the  cbeqiie  mto  four  pieces,  imd  thri>wit  them  awny.     A  peri^an 

found  the  pieces,  parted  tbem  together,  and  pr^aenied  tUe  cheque* 

The  hanker  paid  it^  and  wai  held  UaHa. 

03.     1.  A  banker  muEt  pay  his  customer's  cheques  strictly  io 

the  otder  in  which  they  Me  notified,  oDramunicated,  or  present^ 

to  bim  for  payment  (a). 

2,  He  must  debit  his  cn&fcomer's  acootmt  with  cheques  on  the 
day  they  are  notified  or  paid,  and  not  on  the  day  they  are  drawn  {h). 

3,  Sams  paid  by  a  banker  extin^iah  the  debts  created  by  smna 
paid  to  him  In  strict  chronolo^cal  order  {a), 

(u)  Uohmn  v,  BtmitU,  U  Tft\mt.,  388.  CUytoftCB  cant,  1  Mer.,  STS, 
Bodenham  v.  Purehm,  SB.*  Aid.,  39,  KiUhij  r.  TfiHiViwi*,  5  B.  A 
Aid.,  816.  Penn^^i  v,  Di^ell,  4  Be  G.  M.  A  G-,  372.  ^rtwi*^  t. 
Brunton,  L.  E.,  6  Eq*,  276. 

[b]  Qijodbodtf  T*  FDjfli?!-,  Bylee,  Sth  ed.»  p,  2fi. 

83,  1,  If  a  banker  having  funds  of  his  cnstomer  wrongfnUy 
dishonours  his  cheque  or  bill  made  payable  at  the  bank,  so  that 
the  customer  sufers  damage,  he  has  an  action  agaiimt  the  banker 
for  such  damage  (a). 

2.  Bnt  sach  special  damage  mast  be  laid  and  proved  (b), 

8.  If  the  customer  becomes  bankrupt  in  consequence  of  the 

wrongful  dishonour  of  his  cheques,  his  assignees  have  an  action 

itgainst  the  banker. 

4,  The  holder  of  the  cheque  or  bill  may  sue  the  banker  on  the 
instrument. 

(a)  Marzetti  v.  Williams,  1 B.  A  Aid.,  416.  Rolin  v.  Steward,  L.  J. 
{b)  Daviet  v.  The  Royal  Bntish  Bank,  The  Times,  July  10,  1864. 

84.  1.  The  holder  of  a  cheque  is  not  entitled  to  enlarged  time 
by  presenting  it  through  an  agent. 

He  must  therefore  pay  a  plain  cheque  into  his  banker's  the 
same  day  that  he  receives  it,  and  the  banker  has  all  the  next  day 
to  present  it,  being  the  same  time  that  the  holder  has  (a). 

2.  Receiving  a  cheque  payable  to  order  does  not  enlarge  the 
time  for  presentment  {b). 

8.  But  the  holder  of  a  crossed  cheque  which  can  only  be  paid 
through  an  agent,  has  all  the  next  day  to  pay  it  into  his  banker's, 
and  the  banker  has  all  the  next  day  after  that  to  present  it  {a\ 

(a)  Alexander  ▼.  Burchfield,  3  Scott,  Ni  R.,  656.  Fenwick  v. 
Dewar,  The  Times,  Feb.  22,  1867. 

(b)  Fenwick  v.  Dewar,  The  Times^  Feb.  22,  1867. 
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96,  1.  If  the  holder  of  a  bill  gives  it  ap  to  the  acceptor  in 
exchange  for  his  cheqne,  and  the  cheque  is  dishonoured,  he  may 
give  notice  of  dishonour  of  the  bill,  and  sue  the  drawer  and 
indorsers ;  and  the  bill  may  be  declared  on  as  a  lost  bill  (a). 

2.  A  London  banker  is  not  guilty  of  negligence  in  giving  up 
bills  remitted  to  him  for  collection  by  his  country  correspondents 
to  the  acceptor,  in  exchange  for  his  cheque,  though  it  is  dis- 
honoured (b). 

(a)  Ridley  v.  Bluckett,  Peake,  Ad.  Ca.,  62. 
(h)  Russell  V.  Hankey,  6  T.  R.  12. 

96.  If  a  creditor,  being  o£Pered  payment  by  his  debtor's  agent 
either  in  money  or  by  his  cheque,  prefers  his  cheque,  and  the 
cheque  is  dishonoured,  the  debtor  is  still  liable. 

Everett  y.  Collins^  2  Camp.,  515. 

97.  1.  If  a  cheque  is  given  on  a  fraudulent  misrepresentation 
of  facts  (a) :  or  on  a  verbal  condition  which  the  drawer  finds  is 
to  be  broken  or  eluded  (b):  he  may  stop  payment  of  the  cheque. 

2.  But  he  is  liable  to  an  innocent  holder  for  value  (c). 
(a)  MilU  V.  Oddy,  8  DowL,  722. 
(h)  Wienholt  v.  Spitta,  3  Gamp.,  875. 
(c)  Watson  v.  Russell,  BB.&  S.,  84. 

98.  1.  A  cheque  may  be  presented  any  time  within  six  years 
of  its  date  to  charge  the  banker,  and  the  drawer  of  the  banker 
does  not  fail  (a). 

2.  If  the  banker  fails  with  sufficient  funds  of  his  customer  to* 
meet  the  cheque,  the  same  rule  applies  to  cheques  as  to  bank  notes, 
the  payee  must  present  it  within  banking  hours,  or  remit  it  by 
post  the  day  after  he  receives  it ;  otherwise  it  is  laches  and  he 
must  bear  the  loss  (b). 

3.  If  the  cheque  is  indorsed  away  the  drawer's  liability  is 
discharged  after  banking  hours  of  the  day  after  he  has  issued  it : 
and  the  liability  of  each  indorser  in  succession  is  discharged  after 
banking  hours  of  the  day  after  he  has  indorsed  it. 

4.  If  the  drawer  has  not  funds  to  meet  the  cheque  in  his 
banker's  hands  when  he  fails,  he  is  liable  immediately. 

(a)  Serle  v.  Norton^  2  Moo.  &  B.,  401.  Robinson  v.  Hawksford,. 
9  Q.  B.,  62.     Laws  v.  Rand,  8  C.  B.  N.  S.,  442. 

{b)  Bishop  V.  Chitty,  2  Stra.,  1195.    Appletan  v.  Sweetapple,  8 

Doug.,  137.    Rickford  v.  Ridge,  2  Gamp.,  687.    Beeching  v , 

Holt's  N.  P.,  316n.  Pocklington  v.  Sylvester,^  Ch.  &  Hu.,  9th  edit., 
386.  Moide  v.  Brown,  6  Soott,  694.  BaiUy  v.  Bodtnham,  16  C.  B., 
N.  S.,  288. 
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88.  The  transferee  of  an  overdne  cheque  is  not  subject  to 
the  equities  of  the  transferor,  as  the  transferee  of  an  orerdne 
biU. 

RothKhild  V.  Comey,  9  B.  A  C,  388. 

100.  If  a  customer  pays  into  his  account  a  cheque  drawn  upon 
the  banker  by  another  customer,  and  the  banker  takes  it  without 
engaging  to  pay  it,  he  may  receive  it  as  the  agent  of  the  holder, 
and  has  the  same  time  to  present  it  and  consider  if  he  will  pay  ii^ 
as  if  it  were  drawn  upon  another  banker. 
Boyd  V.  Emerson,  2  A.  <&  E.,  184. 

101*    A  cheque  drawn  by  several  persons   as    a    oollateral 
security  is  a  joint,  and  not  a  joint  and  several,  liability. 
Other  V.  Iveson,  8  Drew.,  177. 

102w  A  change  in  the  names  on  the  cheques  supplied  by  a 
banking  firm  to  their  customers  is  sufficient  notice  to  them  of  the 
change  of  the  partners. 

Barfort  ▼.  Ooodall,  8  Camp.,  46. 

103.  1.  If  a  customer  has  an  account  of  a  fiduciary  nature, 
such  as  Trustee,  Executor,  or  otherwise,  a  banker  may  not  refuse 
his  cheques  on  the  account,  because  he  may  believe  that  the 
customer  intends  to  apply  the  funds  in  a  breach  of  trust  (a). 

2.  And  he  will  not  be  liable  to  the  cestui  que  trust  if  he  is  not 
privy  to  the  breach  of  trust  (J). 

8.  But  if  he  acts  in  concert,  agreement,  or  collusion  with  his 
customer  in  committing  the  breach  of  trust ;  and  especially  if  he 
obtains  some  benefit  by  it,  as  by  his  customer  paying  a  debt  of  his 
own  to  him  by  means  of  cheques  drawn  on  the  trust  account,  he 
must  replace  the  trust  fund  (h), 

4.  The  Statute  of  Limitations  does  not  apply  to  a  banker  mis- 
applying a  trust  fund  {c), 

(a)  Ream  v.  Roharts,  4  Mad.,  832.  Nicholson  v.  Knowles,  6  Mad., 
47.  Fyler  v.  Fyler,  8  Beav.,  660.  Lockwood  v.  Ahdy,  14  Sim.,  437. 
Maw  V.  Pearson,  28  Beav.,  196.     Gray  v.  Johnston,  L.  R.,  8  H.  L.,  1. 

(b)  Hill  V.  Simpson,  7  Ves.,  162.  Keane  v.  Roberts,  4  Mad.,  333. 
Wilson  V.  Moore,  1  My.  &  K.,  126,  187.  PanneU  v.  HurUy,  2  CoU., 
C.  C,  240.  Fyler  v.  Fyler,  8  Beav.,  660.  BodenJiam  v.  Haskyns, 
2  De  G.  M.  &  G.,  903.  Bndgman  v.  Hill,  24  Beav.,  802.  Hardy  v. 
Caley,  83  Beav.,  865. 

(c)  Bndgman  v.  Hill,  24  Beav.,  302. 

104.  If  an  account  in  a  bank  stands  in  the  name  of  several 
persons,  unless  there  be  a  special  contract  with  the  banker  to  the 
contrary — 
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1.  1.  If  they  be  regarded  in  law  as  one  person,  snch  as 
partners  (a):  executors  or  administrators  (b):  each  may  draw 
cheqaes,  and  payment  to  one  is  payment  to  all. 

2.  Even  after  a  dissolution  of  partnership  and  a  receiver  has 
been  appointed  to  collect  the  partnership  debts  (c). 

3.  Bnt  if  one  draws  a  cheque  the  others  may  countermand  it  (d), 

(a)  Arum,,  12  Mod.,  446.  Henderson  y.  Wild,  2  Gamp.,  560.  Duff 
V.  East  India  Co,,  15  Yes.,  198.  Hope  v.  Ctut,  cited  1  East.,  53. 
Porter  v.  Taylor,  6  M.  <fe  8.,  156.  Tomlin  v.  Latorenee,  8  Mo.  & 
Pa.,  565.    King  v.  Smith,  4  C.  A  P.,  108. 

(6)  P(md  ▼.  Underwood,  2  Ld.  Baym.,  1210.  Carr  y.  Read,  8 
Atk.,  695.  Jacome  v.  Harwood,  2  Yes.,  265.  AUen  v.  Dundas,  8  T. 
R.,  125.  Ex  parU  Rigby,  19  Yet,,  462.  Gaunt  v.  TayUnr,  2  Hare, 
413.    Smith  v.  Everett,  27  Beav.,  446. 

(c)  Duffy,  East  India  Co,,  15  Yes.,  198.  Porter  v.  Taylor,  6  M. 
<&  S.,  116.    King  v.  SmitA,  4  G.  <ft  P.,  108. 

(d)  Gatmt  y.  Taylor,  2  Hare,  413. 

2.  But  if  they  be  not  regarded  in  law  as  one  person,  snch  as 
Trustees  (a) :  or  Assignees  of  a  bankrupt  (b) :  all  must  sign. 
Directors  of  a  company  must  sign  as  directors  (c)  :  and  payment 
to  less  than  all  will  not  discharge  the  banker. 

(a)  Ex  parU  Rigby,  19  Yes.,  462.  Stone  v.  Marsh,  6B,A  C,  551. 
Husband  y.  Davis,  2  Low.  M.  <fr  P.,  50. 

{b)  Carr  y.  Read,  8  Atk.,  695.    Innes  y.  Stephenson,  1  Mo.  <& 
Bob.,  145. 
(c)  Serrell  y.  Derbyshire,  By.  Go.,  G.  G.  B.,  811. 

8.  If  any  of  the  assignees  or  Trustees  die  the  right  remains 
with  the  survivors :  and  if  any  become  disquahfied,  as  by  abscond- 
ing, going  to  reside  abroad,  equity  will  direct  the  fhnds  to  be  paid 
to  the  remaining  ones. 

Staples  Y.  Staples;  Shortbridge's  case,  12  Yes.,  28.  Ex  parte 
Collins,  2  Gox.,  Eq.  Ga.,  427.  Ex  parU  Hunter,  2  Bose,  868.  18 
&  14  Yiot.  (1850),  0.  60,  8.  22. 

106.  1.  If  a  banker,  either  at  the  request  of  a  customer,  or 
when  a  cheque  is  presented  by  the  holder  or  his  agent,  places  a 
**  mark  "  on  it  as  by  his  initials,  signifying  that  the  cheque  is  good 
and  will  be  paid,  such  **  mark  "  is  a  legal  acceptance  of  the  cheque 
by  the  banker  (a). 

2.  A  cheque  so  ** marked"  or  accepted  becomes  a  bank  note  of 
the  banker  who  makes  it  {b\ 

(a)  Robson  Y.  BermeU,  2  Tannt.,  888. 

(6)  7  &  8  Yict.  (1844),  c.  32,  s.  11.  17  A  18  Yict.  (1854),  c.  88, 
8.  11.    83  <&  84  Yict.  (1870),  o.  97,  8.  45. 
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106*  1.  A  banker  mnEt  not  pa^  any  cheque  of  hie  custoiDer 
presented  after  he  has  received  notice  of  his  having  comioitted  an 
act  of  bankruptcy  («),  or  of  hJH  death  (b), 

2.  Pajmenfc  of  cheques  notified  or  preaented  before  such  node© 
are  good,  and  may  be  enforced  by  the  holder ;  but  payments  ai'ter 
such  notice  are  bad  and  will  not  dis(.-;h^ge  the  banker  {c)* 

{a}  1  Jao.,  1,  c.  15,  b.  14.    Venwn  v.  Hank^y^  S  T.  E.,  119. 
(5)  Tate  v.  Hilhert,  2  Ves,,  Inn,,  111. 

{c)  12  &  13  Vict.  (1849),  0,  106,  s,  133.    Bromliy  v.  Brunton,  L. 
B,,  6  Eq.,  276. 

107.  1.  If  a  beoMng  company  has  eeverd  branches,  each 
with  its  own  customers  and  ticcounts,  each  branch  m  considered  as 
an  independent  bank,  for  the  purpose  of  receiving  and  transmitting 
notice  (a), 

2.  Each  branch  must  eolleet  its  own  cheques  and  bills,  and  time 
will  not  be  enlarged  so  as  to  permit  it  to  collect  them  throogh  its 
head  office  (ft). 

(fl)  CorUn  V.  Jimf»;  CUtde  v.  BaUe^f,  12  M.  A  W»,  51. 
m  Woodland  T.  Fear,  7  E.  4  B.,  ai9. 

108-  If  a  pei-eon  changes  a  cheque  as  a  fevonr  for  imoUier 
person^  and  if  the  cheque  be  dnly  presented  and  dishononred,  he 
may  give  notice  of  dishonour,  and  reooyer  the  money. 

Woodland  v.  Fear,  7  E.  <fe  B.,  619. 

108.  1.  A  Letter  of  Credit  is  a  written  request  by  one 
person  to  another  requesting  the  latter  to  give  credit  to  a  person 
named  in  it 

2.  If  the  request  is  unconditional,  it  is  termed  an  Opeh 
Cbbdit. 

3.  If  the  request  be  on  the  condition  that  bills  of  lading  be 
deposited  as  collateral  security  it  is  termed  a  Document 
Credit. 

4.  A  Marginal  letter  of  credit  is  one  by  which  a  person  named 
in  the  margin  guarantees  to  another  person  that  he  shall  receive 
credit  from,  or  have  his  bills  accepted  by,  anbther  person. 

110.  1.  Letters  of  credit  must  be  stamped  as  bills. 

2.  £!xcept  letters  of  credit,  whether  in  sets  or  not,  sent  by 
persons  in  the  United  Kingdom  to  persons  abroad,  authorising 
drafts  on  the  United  Elingdom. 

83  <&  34  Viot.  (1870),  c.  97,  s.  48,  §  1,  and  sehed. 

111.  1.  If  a  banker  pays  a  letter  of  credit  upon  a  forged  sig- 
nature he  is  liable  (a). 
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2.  The  16  &  17  Vict.  (1858),  c.  59,  b.  19,  does  not  protect  a 
banker  paying  a  letter  of  credit  with  a  forged  signature  (b). 

(a)  Orr  y.  Union  Bank  of  Scotland,  1  Maoq.,  H.  L.  Ga.,  513. 

(b)  British  Linen  Co,  ▼.  Caledonian  Inturanee  Co,,  4  Maoq.,  H. 
L.  Ca.,  107. 

112.  1.  If  a  person  obtains  a  letter  of  credit  from  a  banker 
for  a  soni  paid  down,  he  may  demand  repayment  without  pro- 
ducing t^e  letter. 

2.  The  banker  can  only  pfove  payment  by  producing  the  draft 
of  the  person  in  whose  favour  it  is  drawn. 

Orr  V.  Union  Bank  of  SeoUand,  1  Maoq.,  H.  L.  Ca.,  513. 

113.  The  indorsee  of  a  marginal  letter  of  credit,  not  being  on 
the  &ce  of  it  a  document  credit^  is  not  bound  in  the  absence  of 
notice  to  inquire  whether  it  is  being  used  for  the  purpose  for 
which  it  is  granted. 

Maitland  v.  Chartered  Mercantile  Bank  of  India,  London,  and 
China,  2  Hem.  A  MiU.,  440. 

114.  1.  The  holder  of  a  banker's  circular  letters  may  demand 
payment  of  them  from  himself,  as  well  as  .from  his  correspondents 
abroad. 

2.  But  he  is  not  bound  to  cash  them  unless  they  are  returned 
to  him,  or  he  receives  an  indemnity. 

Conflans  Stone  Quarry  Co,  ▼.  Parker,  L.  R.,  8  C.  P.,  1. 

116.    The  following  are  exempt  from  stamp  duty — 

1.  Any  draft  or  order  drawn  by  any  buiker  upon  any  other 
banker,  not  payable  to  bearer  or  order,  and  used  solely  for  the 
purpose  of  settling  or  clearing  any  account  between  such  bankers. 

2.  Any  letter  written  by  a  banker  to  any  other  banker  directing 
the  payment  of  any  sum  of  money,  the  same  not  being  payable  to 
bearer  or  to  order,  and  such  letter  not  being  sent  or  delivered  to 
the  person  to  whom  payment  is  to  be  made,  or  to  any  person  on 
his  behalf. 

33  <fe  34  Yiot.  (1870),  o.  97,  Bohed. 

On  the  Farm  of  BiUs  and  Notes. 

116.  No  particular  form  of  words  is  necessary  for  a  Bill  or 
Note. 

2.  It  may  be  written  in  any  language  and  on  any  material ;  and 
in  pencil  {a)  as  well  as  in  ink. 

(a)  Qeatry  ▼.  Phyeiek,  5  B.  A  C,  284. 

117.  It  is  usual,  but  not  necessaiy,  to  insert  the  nune  of  the 
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place  where  tlie  bill  or  note  is  made ;  if  there  is  no  data  it  will  be 
considered  m  dated  at  the  time  it  ie  made. 

Be  U  Courtier  t.  BeliaMtf,  S  Show,,  422,    ^OjjtJ^  v.  Frtneh,  3  B, 
&  R,  173,     aiUs  V.  B^ann^,  6  M.  ifc  S.,  73. 

118.  Bills  and  Notes  were  formerly  specialties  under  seal ;  and 
therefore  no  consideration  was  required  to  be  erpreased  in  them ; 
the  same  principle  holds  good  now  that  the  formality  of  eealing  is 
dispenaed  with,  and  they  are  in  the  form  of  mere  simple  cxmtr&cti. 

While  ¥.  L&dwiek,  4  Boug.,  247-     Grant  v.  Da  Cmta,  H  M.  Ss 
B.,  S5L 
110,    A  Bill  or  Note  must  be  an  engagement  to  pay  absolately 
and  at  all  events — 

L  K  A  fitted  sum  of  money :  and  not  to  make  a  payment  out 
of  a  particular  fund  (a) :  and  not  in  bills  or  banker's  notes  (ft). 

2,  And  not  pay  a  sum  of  money  and^  &r^  do  something  else  (c). 

3.  And  not  pay  a  Bum  of  money,  and  adding,  or  deducting, 
other  moneyB  {(f). 

fa)  Jenny  v,  HtrU,  2  Ld.  BAjm.,  1S61,  Haydock  v.  L^neh,  3 
Ld.  Raym.»  1563,  Jessellyn  Y.  Lacier,  10  Mod.,  294*  Banbury  t- 
Listet,  2  Stra,,  1211.  Dawka^  v.  Ld.  Ddoraim,  2  W.  Bla.,  7B2. 
Carloi  T.  Faneourt,  5  T.  B.,  i82.  YeaUs  v.  Qrove,  1  Yes.  jnn.,  S80. 
Leeds  y.  Laneathire,  2  Camp.,  205. 

(bj  Ex  parte  Imeaon,  2  Bose,  225.    Ex  parte  Davison,  Bnok,  SI. 
(ej  Martin  y.  Chauntry,  2  Stra.,  1271.    Smith  y.  Boheme,  cited 
Ld.  Baym.,  1862, 1896.    Moore  y.  Vanlute,  Bull.,  N.  P.,  272. 

(d)  Smith  Y.  Nightingale,  2  Stark.,  375.    BoUon  y.  Dugdale,  4  B. 

A  Ad.,  619.    Barlow  y.  Broadhurst,  4  J.  B.,  Moore,  471.    Ayrey  y. 

Fearmides,  4  M.  <&  W.,  168.    Davies  y.  Wilkinson,  10  A.  &  E.,  98. 

2.     1.  And  not  payable  on  a  contingency  (a) — 

2.  The  happening  of  the  contingency  before  action  brought 

does  not  cnre  the  defect  (b). 

(a)  Pearson  y.  Garrett,  4  Mod.,  242.  Beardsley  y.  Baldwin,  8 
Stra.,  1151.  Carlos  y.  Fantumrt,  5  T.  B.,  482.  Roberts  y.  Peake, 
Burr.,  328,  Leeds  y.  Lancashire,  2  Camp.,  205.  Williamson  y. 
Bennett,  2  Camp.,  417.  HiU  y.  Halford,  2  B.  <fe  P.,  418.  Hartley 
Y.  Wilkinson,  4  Camp.,  127.  Clarke  y.  Perceval,  2  B.  &  Ad.,  661. 
Drury  y.  Maeaulay,  16  M.  (fi;  W.,  146.  Alexander  y.  Thomas,  16  Q. 
B.,  338.  Palmar  y.  Pratt,  2  Bing.,  185.  Worley  y.  HarrUon,  8  A 
(S;  E.,  669.    Robins  y.  May,  U  A  <fe  E.,  214. 

(b)  mU  Y.  Halford,  2  B.  A  P.,  418. 

8.  1.  The  payee  most  be  a  definite  person  capable  of  being 
ascertained  at  the  time  the  instrument  is  made  (a). 

2.  A  Bill  or  Note  payable  after  date  to  the  officer  for  the  time 
lemg  of  a  company  is  void  (a). 
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8.  A  Bill  or  Note  payable  in  the  alternatiye  to  several  persons 
who  are  strangers  in  interest  is  void  (b) :  but  not  if  one  may  be 
considered  as  the  agent  for  the  other  (e), 

(a)  St&rm  y.  Stirling,  S  E.  A  B.,  882.    Cowie  ▼.  Stirling,  6  E.  A 
B.,  833.     Yates  v.  Nash,  8  C.  B.,  N.  B.,  681. 
{h)  Blanckenhagen  v.  BlundeU,  2B.dt  Aid.,  417. 
(e)  Holmes  ▼.  Jaques,  L.  B.,  1  Q.  B.,  876. 

4.  1.  A  Bill  drawn  payable  to ,  or  order,  is  void  (a). 

2.  Bnt  a  bond  fide  holder  for  yalne  may  insert  his  own  name  in 
it,  and  sue  the  parties  to  it  (b). 

(a)  Rex  ▼.  Richards,  B.  A  B.  C.  C,  198.  Rex  ▼.  Randall,  B.  A 
B.  C.  C.  196. 

{h)  CrutchUy  y.  Claranee,  2  M.  A  S.,  190.  AUwood  ▼.  Qrijfin, 
B.  A  M.,  226.    CrutchUy  v.  Mana,  8  Taunt.,  629. 

5.  If  the  drawer  of  a  bill  inserts  the  name  of  a  fictitious  payee 
without  the  acceptor's  knowledge,  and  indorses  it  in  the  name 
of  the  fictitious  payee,  the  holder  cannot  sue  the  acceptor  (a)« 

6.  But  if  the  acceptor  knew  that  the  payee  was  fictitious,  the 
holder  may  sue  him  on  it  as  payable  to  bearer  {b), 

(a)  Bennett  ▼.  FameU,  1  Gamp.,  180. 

(b)  Tatlock  y.  HarrU,  8  T.  B.,  174.  Vere  y.  LewU,  8  T.  B.,  182. 
Minet  y.  Gibson,  8  T.  B.,  481:  affirmed  in  Dom.  Proe.,  1  H. 
Bla.,  669. 

7.  The  event  must  certainly  happen :  though  the  time  when 
it  may  happen  is  uncertain. 

Colehan  y.  Cooke,  WiUes,  898.  Roffey  y.  QreenweU,  10  A  A  E., 
222.    Andrews  y.  Franklin,  1  Stra.,  24. 

120.  A  man  may  draw  a  bill  upon,  or  make  a  note  payable 
to,  himself,  and  when  indorsed  in  blank  it  becomes  payable  to 
bearer. 

Starke  y.  Cheesman,  Garth.,  608.  Dehers  y.  Harriot,  1  Show.,  168. 
Robinson  y.  Bland,  2  Burr.,  1077.  Richards  y.  Macey,  14  M.  A 
W.,  484.  Browne  y.  De  Winton;  Gay  y.  Lander,  6  G.  B.,  886. 
Wood  y.  Mytton,  10  Q.  B.,  806.  Magar  y.  Hanmond,  cited  in 
Harvey  v.  Kay,  9  B.  A  G.,  864.  Roach  y.  Ostler,  1  Man.  &  By., 
120.    Miller  y.  Thompson,  SU,&  Q„  676. 

121.  A  bill,  though  accepted,  is  of  no  force  without  the 
drawer's  signature,  either  as  a  bill  or  note. 

Stoessiger  y.  8,  E.  Ry,  Co.,  3  E.  (S;  B.,  668.  Goldsmid  y.  Hampton, 
6  G.  B.,  N.  S.,  94.  MaecaU  y.  Taylor,  84  L.  J.,  G.  P.,  866.  Rex 
y.  Hart,  6  G.  &  P.,  106. 

122.  If  an  instrument  is  made  in  terms  so  ambiguous  that  it 
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^  doubtful  whetlier  it  ib  a  bill  or  m^^  thv  holder  maj  treat  it  w 

SUvem,  1  Ckmp,,  40?.     Athtm  t.  Jr«iiM«h  4  Guiip.,  IIS.      Cnif  v. 


^iE£ai»iji»  DuNes  m  Bank  Naln^  SUls  ^  Emhm^  ami  Prmmssoff 
-ya^jf,  at  prtsmt  in  /am.    i^  S  U  Viet  (1»70X  ^  97-) 
On  Bank  Noitn,     . 

^l!li6  term  'banker*  wmmmm  and  htpindiw  i99 
*MiQielpf9  ptftMnhip^  and  fenoaa,  and  aiveiy  iwBf  jfcaJ 
canymg  on  die  boahieai  of  lankii^  in  ilie  United  Sngdonu" 

fhe  term  ^  bank  Dole'' neana  and  faidnctaH- 
•  (1)  ^Any  tJIIef  eiduttge  er  proniaaory'  note  lonMli  lif  any 
iMndnr,  otter  liian  llie  Govemtfr  md  ChNqpaiy  ef^ie  Bttni  tf 
'ttf^taid,  iir  Ae  pnjmenl  of  money  not  eteee<ilng  one  InoaJwi 
pomda  to  the  beareir  on  denumd.* 

(2)  ^  Any  biD  of  exdiange  or  promiBaoTy  note  ao  iBBoed  whidi 
entitleay  or  is  intended  to  entitle,  the  bearer  or  holder  thereof, 
without  indorsement,  or  withont  any  fhrther  or  other  indorsement 
than  may  be  thereon  at  the  time  of  the  issuing  thereof^  to  the 
payment  of  money  not  exceeding  one  hundred  pounds  on  demand, 
whether  the  same  be  so  expressed  or  not,  and  in  whatever  form, 
and  by  whomsoever  such  bill  or  note  is  drawn  or  made." 

S.  46. — ^'^  A  bank  note  issued  duly  stamped  or  issued  unstamped 
by  a  banker  duly  licensed,  or  otherwise  authorised  to  issue  un- 
stamped bank  notes,  may  be  from  time  to  time  re-issued  without 
being  liable  to  any  stamp  duty  by  reason  of  such  re-issuing." 

S.  47, 1. — *'  If  any  banker  not  being  duly  licensed  or  otherwise 
anthorised  to  issue  unstamped  bank  notes,  issues,  or  cansea  or 
permits  to  be  issued,  any  bank  note  not  being  duly  stamped,  he 
shall  forfeit  the  sum  of  £50." 

2.  '*  If  any  person  receives,  or  takes  any  such  bank  note  in 
payment  or  as  a  security^  knowing  the  same  to  have  been 
issued  unstamped  contrary  to  law,  he  shall  forfeit  the  sum  of  £20." 
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Duties  on  Bank  Notes. 

£     B.    d. 

For  money  not  exceeding  £1  0  0    5 

Exceeding  £1  and  not  exceeding    £2  ...  0  0  10 

„        £2          „         „  £5  ...  0  18 

„        £5           „        „  £10  ...  0  19 

„        £10          „        „  £20  ...  0  2    0 

„        £20        „         „  £80  ...  0  8    0 

£30        „          „  £50  ...  0  5    0 

„        £50        „          „  £100  ...  0  8     6 

Bills  and  Notes. 

S.  48, 1.— "The  term  *  Bill  of  Exchange'  for  the  pnrposes  of 
this  Act  inclndes  also  draft,  order,  cheqne,  and  letter  of  credit, 
and  any  document  or  writing  (except  a  bank  note)  entitling  or 
purporting  to  entitle  any  person,  whether  named  therein  or  not, 
to  payment  by  any  other  person  of,  or  to  draw  upon  any  other 
person  for,  any  sum  of  money  therein  mentioned." 

2. — "  An  order  for  the  payment  of  any  sum  of  money  by  a  bill 
of  exchange  or  promissory  note,  or  for  the  delivery  of  any  bill  of 
exchange  or  promissory  note,  in  satisfaction  of  any  sum  of^6ney, 
or  for  the  payment  of  any  sum  of  money,  out  of  any  particular 
fund  which  may  or  may  not  be  available,  or  upon  any  condition  or 
conditions  which  may  or  may  not  be  performed  or  happen,  is  to 
be  deemed  for  the  purposes  of  this  Act  a  bill  of  exchange  for  the 
payment  of  money  on  demand." 

3. — "  An  order  for  the  payment  of  any  sum  of  money  weekly, 
monthly,  or  at  any  other  stated  periods ;  and  also  any  order  for 
the  payment  by  any  person  at  any  time  after  the  date  tihereof  of 
any  sum  of  money,  and  sent  or  delivered  by  the  person  making 
the  same  by  the  person  to  whom  the  payment  Ib  to  be  made,  and 
not  to  the  person  to  whom  the  payment  is  to  be  made,  or  to  any 
person  on  his  behalf,  is  to  be  deemed  for  the  purposes  of  this  Act 
a  bill  of  exchange  for  the  payment  of  money  on  demand." 

S.  49, 1. — "The  term  *  Promissory  Notes 'means  and  includes 
any  document  or  writing  (except  a  bank  note)  containing  a 
promise  to  pay  any  sum  of  money." 

2. — "  A  note  promising  the  payment  of  any  sum  of  money  out 
of  any  particular  fund  which  may  or  may  not  be  available,  or  upon 
any  condition  or  contingency  which  may  or  may  not  be  performed 
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or  happen,  is  to  be  deemed  for  the  purposes  of  this  Act  a  pro- 
misiory  note  for  the  said  sum  of  mooey/' 

S,  61,  1. — "The  ad  valorem  duties  upon  bills  of  exchange  and 
promisaorf  notes  drawn  or  made  out  of  the  United  Kiagdom  are 
to  be  denoted  hj  adhesive  stamps." 

2-  "  Every  person  into  who&e  hands  any  such  bill  or  note  comes 
in  the  United  Kingdom  before  it  is  stamped  shall,  before  he 
presents  for  payment,  or  indorseSr  transfers,  or  in  any  manner 
negotiates,  or  pays  snch  bill  or  note^  affix  thereto  a  proper 
adhesive  stamp^  or  proper  adhefiive  stamps  of  sufficient  amount  and 
cancel  every  stamp  so  affixed  thereto/' 

3.  Provided  aa  follows — 

(a)  **  If  at  the  time  when  any  such  biU  or  note  comes  into  the 
hands  of  any  boni/dfi  holder  thereof  there  is  affixed  thereto  an 
adhesive  stamp  effectually  obliterated^  and  purporting  and  ap- 
pearing to  be  duly  cancelled,  such  stamp  shall ,  eo  far  as  relates  to 
Buch  holder,  be  deemed  to  be  duly  cancelled,  although  it  may  not 
appear  to  have  been  so  affixed  or  canoeHed  by  the  pmper 
person." 

(b)  **  If  at  the  time  when  any  soch  bill  or  note  oomea  into  the 
hands  of  any  bond  fide  holder  thereof  there  is  affixed  thereto  an 
adhesive  stamp  not  duly  cancelled,  it  shall  be  competent  for  snch 
holder  to  cancel  such  stamp  as  if  he  were  the  person  by  whom  it 
was  affixed,  and  npon  his  doing  so  snch  bill  or  note  shall  be 
deemed  duly  stamped,  and  as  valid  and  available  as  if  the  stamp 
had  been  duly  cancelled  by  the  person  by  whom  it  was  aiBxed." 

4.  **  Bnt  neither  of  the  forgoing  provisoes  is  to  relieve  any 
person  from  any  penalty  incorred  by  him  for  not  canceDing  any 
adhesive  stamp." 

5.  52. — ^'^  A  bill  of  exchange  or  promissory  note  pnrporting  to 
be  drawn  or  made  out  of  the  United  Eingdcwi  is,  for  the  porpoaes 
of  this  Act,  to  be  deemed  to  have  been  so  drawn  or  made,  alfchcNigh 
it  may  in  fact  have  been  drawn  or  made  within  the  United 
Kingdom." 
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Duties  payable  on  Bills  and  Notes. 

£     ■.     d. 

Bill  of  Exchange  payable  on  demand 0    0    I 

Bill  of  Exchange  of  any  other  kind  whateoever 
(except  a  Bank  Note),  and  Promissory 
Note  of  any  kind  whatsocTer  (except  a 
Bank  Note),  drawn  or  expressed  to  be 
payable,  or  actually  paid,  or  indorsed,  or 
in  any  manner  negotiated  in  the  United 
Kingdom.  Where  the  amoont  or  valne 
of  the  money  for  which  the  bill  or  note  is 
drawn  or  made  does  not  exceed  £5       ...    0    0    1 

Exceeds  £5  and  does  not  exceed  £10 0    0    2 

fj     £10  „  „        £25 0    0    3 

„     £25  „  „         £50 0    0    6 

„     £50  „  ,.         £75 .0    0    9 

„     £75  „  „       £100 0    10 

For  every  £100  and  also  for  any  fractional 

partof  £100  of  sQch  amount  or  valae  ...    0    10 

S.  55. — "  When  a  bill  of  exchange  is  drawn  in  a  set  according 
to  the  custom  of  merchants,  and  one  of  the  set  is  duly  stamped, 
the  other  or  others  of  the  set  shall,  unless  issued  or  in  some 
manner  negotiated  apart  from  such  duly  stamped  bill,  be  exempt 
from  duty :  and  upon  proof  of  the  loss  or  destruction  of  a  duly 
stamped  bill,  forming  one  of  a  set,  any  other  bill  of  the  set  which 
has  not  been  issued  or  in  any  manner  negotiated  apart  from  such 
lost  or  destroyed  bill,  may,  although  unstamped,  be  admitted  in 
evidence  to  pro?e  the  contents  of  such  lost  or  destroyed  bill." 

On  the  Consideration. 

124.  A  Consideration  is  any  loss  or  detriment  to  the  plaintiff 
sustained  at  the  request  or  for  the  sake  of  the  defendant:  or  any 
benefit  to  the  defendant  moving  frx)m  the  plaintiff. 

The  debt  of  a  third  person  is  good  consideration  for  which  a 
person  may  bind  himself  by  bill  payable  after  date. 

PoppUweU  V.  Wilson,  1  Sira.,  264.  Coom^f  v.  Ingram^  4  D.  A  B., 
211.  Ridout  V.  BrUtow,  1  C.  A  J.,  281.  Wilden  v.  Stevent,  15  M. 
&  W.,  208.  Sowerby  v.  BuUhtr,  2  C.  A  M.,  868.  Balfour  ▼.  Tlu 
Sea,  Fire,  and  Life  Intu.  Co.,  8  G.  B.,  N.  S.,  800. 
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186*    But  not  for  a  Bill  or  Note  payable  on  demand^  milem 

Webii  inimbfititTition  for  the  other  debt. 

Fonh  T-  Staj^m^  1  Wms.,  Bamiden,  p*  310c,,  note  «.     Crojt*  t. 
BMlf,  UG.  B,,  172. 
186.     Croea    acceptances    for    mutual    accommadatioo    are 
rmpedHrdij  conBiderations  for  each  other- 

Molfe  Y,  C^hn,  3  H,  BIa.,  571.    Ro$e  r.  5tm^,  1  B.  <&  Ad,,  €2L 

0«rdt£'«il  T.  Af*?r«in,  9  Efts^t.,  190. 

187.  1.  If  the  bill  or  note  has  been  gireti  for  an  illegal  mn* 
ritealioii,  or  hag  been  obtained  by  fraud,  ar  dur^^^  or  lost  or 
flfeoteOy  the  defendant  may  call  upon  ttie  holder  to  pro^e  bhe  con- 
ndettriaom  he  gave  for  it. 

S.  Sol  iMft  ofiiienniew  ».f>M«.     .    /? 

^    ^  B^l  180.     f'MMNr  ▼•  MmmuI^,  I  i^  a  INf  JML  .  ilSiPO^  ▼. 
,lMbo.AJUi^,446.    JBd«iofMbT.0roMi,#lI.JlFW^6«t, 

On  Presmtaiim  far  Accqttance. 

188.  The  holder  of  an  noaocepted  bill  should  preamt  it  ftr 

aoeeptance  as  soon  as  possible. 

If  the  drawee  refuses  acoeptuioe  the  preceding  partiee  become 
liable  immediately. 

If  the  holder  is  a  mere  agent  be  will  be  liable  for  any  Io« 
which  may  occur  through  his  negligence  to  present. 
A  bill  payable  at  sight  or  presentation  is  payable  on  denaand. 
If  a  bill  is  payable  at  any  period  after  sight  there  is  no  right  of 
action  against  any  one  until  presentment  for  aoceptanoe. 

Unless  presentment  for  acceptance  is  made  within  reasonable 
time  the  holder  loses  his  remedy  against  the  preceding^  parties. 

What  is  reasonable  time  is  a  mixed  question  of  law  and  fact, 
and  depends  upon  the  circumstances  of  each  particular  case. 
The  holder  may  put  it  into  circulation  without  presenting  it. 

Muilman  ▼.  D*Eguino,  2  H.  Bla.,  565.  0<mpy  ▼.  Hardeti^J 
Twntn  160.  Fry  v.  Httt,  7  Taont.,  395.  Strake$  v.  [Ort^um,  4 
M.  &  W.,  721.  Mellish  v.  Rawdon,  9  Bing.,  416.  ShtOe  v.  JQo^Hi, 
IU,&  Mai.,  188.     MuUick  v.  Radakiasen,  9  Moore,  P.  C.  Ca.,  ^ 

129.  Presentment  must  be  made  to  the  drawee  or  his 
authorised  agent. 

Cheek  v.  Boper,  5  Esp.,  175. 
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130.  The  drawee  is  entitled  to  have  reasoni^ble  time,  osaallj 
24  hours,  to  consider  whether  he  will  accept  or  not.  If  he  detain^ 
the  bill  longer  than  allowed  by  mercantile  nsage  he  is  held  to 
have  accept(Ml  it. 

Ingram  v.  Potter,  2  Smith,  243.    Harvey  v.  Martin^  1  Camp.,  425ii. 

131.  If  the  drawee  has  changed  his  residence  tiie  holder  must 
ase  due  diligence  to  find  him. 

ColUru  y.  BtUler,  2  Stra.,  1087.    BaUmdn  ▼.  Joseph,  12  East.,  483. 

Of  Acceptance. 

132.  Acceptance  is,  in  general,  an  engagement  to  pay  the 
biU  when  due  in  money. 

Clark  V.  Cock,  4  East.,  72.    BuiuU  ▼.  PUUip;  14  Q.  B.,  S91. 

133.  The  acceptance  of  all  bills  inland  (a),  and  foreign  {b)f 
must  be  in  writing  on  the  bill,  signed  by  the  acceptor  or  scnne 
person  duly  authorised  by  him. 

(a)  1  <&  2  Geo.  4  (1821),  o.  78,  8.  2. 

(b)  19  A  20  Viet.  (1856),  o.  97,  8.  6. 

134.  The  term  ^'  acceptance  "  includes  delivery  or  notification 
of  the  fact  of  acceptance  to  the  parties  interested. 

Cox  ▼.  Troy,  5  B.  d;  Aid.,  474.  Chapman  v.  CottreU,  84  L.  J. 
Ex.,  186. 

136.  A  drawee  holding  funds  of  the  drawer  is  now  liable  toi 
the  holder  of  a  bill,  after  notification  or  presentment,  without 
acceptance. 

36  &  37  Vict.  (1873),  o.  66,  8.  26,  §  6. 

136.  1.  An  acceptance  once  completed, ».  e.,  by  writing  cm4 
delivery  or  notification,  is  irrevocable  (a), 

2.  But  the  drawee  may  cancel  his  signature  before  delivery  or 
notification  if  he  pleases  (b). 

(a)  Clarke  v.  Cock,  4  East.,  57.  Wynne  ▼.  Baikee,  6  East.,  614. 
Powell  V.  Monmer,  1  Atk.,  611.  Mendizabal  v.  Maehado,  8  Moo.  A 
Sc.,  841.    FairUe  v.  Herring,  3  Bing.,  625. 

(b)  Cox  V.  Troy,  5  B.  <fe  Aid.,  474.  The  Bank  of  Van  Dieman'e 
Land  v.  The  Bank  of  Victoria,  L.  B.,  8  Pr.  C,  526. 

137.  By  accepting  the  bill  the  drawee  admits  the  signature 
and  capacity  of  the  drawer;  and  he  is  estojqped  trom  saying. 
afterwards  that  the  signature  is  forged. 

Price  V.  Neal,  3  Burr.,  1364.  Wilkinson  v.  Lutwidge,  1  SIM., 
648.  Jenys  v.  Fawler,  2  Stra.,  946.  Porthouse  T.  Parker,  1  Camp., 
482.  PHnce  v.  BrunatU,  1  Bing.,  N.  C,  486.  Bmm  T.  Clive,  4  M. 
A  S.,  18.     PhiUips  V.  Im  Tkurm,  L.  B.,  1  G.  P.,  468. 
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138*    The  aeoeptar  of  ^  bill  or  the  maker  of  a  note  admits  tfae 
^padtj  of  the  payee  to  indoi^  (a). 

But  he  does  not  admit  the  gemunene^  of  the  indorsement  (ft). 

Unless  he  knew  of  the  forgery  at  the  time  of  ao^eptanoev  and 

intended  the  bill  to  be  circulated  with  a  forged  indorsemeot  (ft). 

(a)  Drayton  y.  DaU,2B.A  C,  293.      Braithwaii^   t.  Oopdlwr, 

i  Q.  B,,   47a.     Pt^n  T.  Capellmt,  8  M.  &  W,,   616-      Taylor  T* 

Orocktr,  4  E»p.,  1S7.    Jqh*$  t,  Darch,  1  Price,  300.     Halifax  t- 

LfU^  3  Ex,,  446.    ^t^'fd  T.  Bryan,  3  B,  ^fr  8m.,  474 :  at.  m  L.  J^ 

q.  B.f  S28.    C«ce«  T.  Daciif  1  Can^p.,  484.    Frettwick  v.  MarrkaUt 

7  Bing,.  £66. 

t*)  Sff^ith  V.  Cfcfrt^r,  1  T.  B.,  655.  Hohnton  t.  Farrvir,  7  Twrni., 
465.     ^efjnan  ▼.  Dunk,  11  M.  A  W.,  251. 

138-  If  the  bill  is  drawn  in  ^ficHtmis  ftam^  or  is  a  forgery  of 
a  real  name,  to  the  knowledge  of  the  acceptor^  be  nndert^es  to 
pay  to  an  indorsement  by  the  saine  hand. 

T^tloek  T.  Harru,  B  T.  B.,  174.  Vert  v.  I^itU,  S  T.  E..  IM. 
Minet  T.  Gibttm,  I  H.  Bl*.,  559.  Gih^on  v.  Hunter,  2  H.  BIa,,  187- 
Btfmeit  Y.  i^afnrt^i,  1  Camp.,  130.  S^haltt  ¥.  A$ti^^  2  Bing., 
N-  C,  544.  Tayi<tr  t»  £7roArr,  4  Eep.,  187.  Bom  v.  CTtue,  4  M,  A 
S.,  13.  CiN>j?#r  T.  .Uayor,  10  B.  &  C„  468.  Befman  v,  iHicft,  11  M. 
A  W.,  861.    PMIUfM  ▼.  J»  Tibiim,  L.  B.,  1  G.  P.,  468. 

140.  The  aooq>tanoe  of  a  bill  pnrporting  to  be  indoraed  by 
the  payee  does  not  admit  the  genainenees  of  the  indorsement. 

Twiker  t.  RoharU,  16  Q.  B.,  560.  Garland  v.  Jacomb,  L.  B.«  8 
Ex.,  216. 

141.  A  person  who  aooepts  a  bill  ostensibly  as  agent  for 
another  person,  bnt  without  his  anthority,  is  personaUy  liable. 

Qvfrney  t.  Evam,  8  H.  A  N.,  122. 

142.  A  bill  can  only  be  accepted  by  the  drawee,  and  not  by 
a  stranger ;  unless  the  drawee  ratifies  and  adopts  the  signatnre  as 
that  of  his  agent :  or  for  the  hononr  of  the  drawee. 

NiehoU  ▼.  Diamond,  9  Exoh.,  154.  Lindui  y.  BradweU^  5  C.  B., 
588.  PolJUU  V.  Walter,  8  B.  A  Ad.,  114.  Eaitwood  ▼.  Bain,  8  H. 
A  N.,  788.  DavU  ▼.  Clarke,  6  Q.  B.,  16.  Jaekson  ▼.  HudBon^  8 
Camp.,  447. 

143.  There  cannot  be  two  or  more  separate  acceptors  to  a  bill 
not  jointly  responsible. 

Bnt  the  second  acceptance  may  be  held  as  a  gnaranty  for  the 

first 

*    Jaekson  ▼.  Hudson,  2  Camp.,  447. 

144.  An  instrument  drawn,  but  not  addressed  to  any  one,  is 
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yet  a  valid  instrnment,  if  any  one  accepts  it,  or  it  may  be  inferred 
who  the  drawee  is  intended  to  be. 

Gray  v.  Milner,  8  Taunt.,  789.    Rex  v.  Hunter,  Bubs.  A  By.,  511. 

Shuttleworth  v.  Steveru,  1  Camp.,  407.    AUan  v.  Mawson,  4  Camp., 

115.    JUg,  V.  HawkeB,  2  Mood.,  C.  C,  60.    Reg.  v.  Smith,  2  Mood., 

C.  C,  296. 

146.    If  the  drawee  has  once  admitted  that  the  acceptance  is 

his  writing,  he  cannot  afterwards  allege  that  it  is  jforged  (a). 

If  he  pays  several  bills  drawn  upon  him  by  a  person  connected 
with  him  in  business  but  who  has  forged  his  signature,  he  is  liable 
to  pay  other  bills  drawn  upon  him  in  a  similar  way  {b). 

But  if  he  pays  one  bill  drawn  upon  him  by  a  person  not  con- 
nected with  him  in  business,  who  has  forged  his  signature,  that 
will  not  bind  him  to  pay  similar  forgeries  in  ftiture  (e), 

(a)  Leach  ▼.  Buchanan,  4  Esp.,  226.    Brook  t.  Hooh,  L.  B.,  6 
Ex.,  89. 
(6)  Barber  v.  GingeU,  8  Esp.,  60. 

(c)  Cash  V.  Taylor,  LI.  A  Webs.,  178.  Morris  T.  BetheU,  L.  B., 
5  C.  P.,  47. 

146.  An  acceptance  is  either  general  or  qualified. 

A  general  acceptance  is  an  absolute  engagement  to  pay  the  bill 
according  to  its  tenor  and  effect. 

A  qualified  acceptance  is  either  conditional^  «.  «.,  an  engagement 
to  pay  the  bill  on  a  certain  condition  being  fulfilled ;  or  partial, 
that  is,  varying  from  the  tenor  of  the  bill. 

The  holder  of  the  bill  is  entitled  to  have  a  general  acceptance; 
and  if  the  drawee  offers  a  qualified  acceptance,  the  holder  may 
refase  it;  note  the  bill;  and  give  notice  of  dishonour  to  the 
preceding  parties. 

If  he  intends  to  receive  it  he  must  give  notice  to  the  other 
parties,  and  obtain  their  consent,  or  they  will  be  discharged  (a). 

But  he  must  not  note  or  protest  the  bill,  or  give  general  notice 
of  dishonour,  as  by  doing  so  the  acceptor  would  be  discharged  (b). 
Whether  an  acceptance  is  absolute  or  conditional  is  a  question 
of  Law 

(a)  Sebag  v.  Abitbol,  4  M.  A  S.,  462.  Rowe  v.  Young,  2  Bligh, 
891 :  see  answers  of  the  Judges  to  question  three.  Chuhtoaite  v. 
Luntley,  4  Camp.,  177.    Boehm  ▼.  Qareiae,  1  Camp.,  425n. 

(6)  Sproat  v.  Matthewe,  1  T.  B.,  182.  Bentinek  v.  Dorrien,  6 
East.,  200. 

147.  A  bill  domiciled  at  a  particular  place  is  a  general  ac- 
ceptance unless  made  payable  there  only,  and  not  elsewhere. 

1  Geo.  4,  0.  78.    Siggere  v.  Nichols,  8  Jur.,  841. 


ftSt       npMHr  asD  nxexiCB  ori 

148.    A  Bill  or  Note  maj  be  alteni  lif  OftCMMMi*  ttTtfir 
pHttM  beBW  ft  is  iMBody  £  ftyPHNcl  wrajr  ftp  ifihMu 

JriMMr%v.jrMt,iata*,tfS.   Dwwm*  t.  IWillwiiwfc  •  »■*' 
Al&,e7«.    XttrKMiT.aUiwbr.  taBL.at.   ltiirMiiSl.AM;l 

attend  inwajmiteM  party iL«,aa*ac to di«rtta]MMM8l|Biy 
i]iteiiti0n  of  ^0  pirtiBt. 

Wmmm.  10  iMt,  411.  I^^nvii  ▼.  JEtiOmif,  4  a  *  Ali^  191. 
IMMnft  ▼.  OroMT,  1 IL  A  Bn  785.  Coct  ▼.  CBOT|iP»  m-g  IL  d 
B.,991.  CaltoiiT.SteqMM,8A*AB^IM.  BMi«i||M<  ▼•  JfMfi^ 
8X.AB.t688^  Mmkao§hr.M4tifSim,Bf^4tm^mk^  Jim^rmm 
▼.iretll««y,]L^Bob.,488.  Taylor  ▼.  JroM%«  •  a  A  P.,  978. . 
.  MmiMmr.Brwik,9Q.B^d06L  Badi^  y.  JMn§iU^m  I*. iiME^ 
115.  OtttM(Hilllb«  ▼.  LwiUey,  4  Camp.,  179.  WaiUm  ▼.  JEtoffioft, 
4  Osmp.,  288.  Bathe  v.  Taylor,  15  East.,  418.  Btutt  y.  Ploftoni, 
By.  &  M.,  87.  Jacob  v.  Hart,  6  M.  <fr  S.,  148.  B^pt»U  WkUe,  8 
Dea.  ak  Ch.,  384.  Byrom  ▼.  TAompMm,  11  A.  <fr  E.,  81.  Cmim  v. 
TattenhaU,  2  M.  &  G.,  890.  Afoson  v.  Bradley,  11  M.  A;  W.,  590. 
Hirchman  v.  BiMid,  L.  B.  A  Ex.,  171.  Warrington  ▼.  Early ^  28  L. 
J..  Q.  B.,  47. 

160.  An  alteration  whicli  is  not  material, ».  0.,  which  does  not 
▼ory  the  responsibility  of  the  parties  will  not  vitiate  it 

IVopp  ▼.  Spearman,  3  East,  57.     Walter  ▼.  Cubley,  ^C.A  H., 
151.    Aldous  y.  ComweU,  L.  B.,  8  Q.  B.,  573. 

161.  An  aeoommodation  bill  may  be  altered  by  the  pBrtie8  to 
it  before  it  is  issued,  «.  e.,  before  it  is  passed  away  for  ralne. 

Dawnee  t.  RichardBon,  5  B.  d  Aid.,  674.    Atwood  v.  Qfiffim^  %  C. 
A  P.,  368.    TarUton  v.  TSHngUr,  7  C.  B.,  812. 
102.    An  alteration  by  the  drawer  or  payee  of  a  bill,  or  the 
payee  of  a  note,  does  not  extinguish  the  debt  (a) :  unless  the  bSl 
or  note  was  taken  in  satisfiaction  of  the  debt  (b). 

(a)  Sutton  T.  Toomer,  IB,  A  C,  416.    Atkhuon  T.  Hawion^  2  A. 
A  B.,  628.    Sloman  v.  Cox,  1  C.  M.  d  B.,  471. 

(b)  MaedowaU  v.  Boyd,  17  L.  J.,  Q.  B.,  295. 

163.    An   alteration   by  the  indorsee  not   only    makes    the 
hzstmment  void  as  against  all  parties,  but  also  extinguishes  the 
debt  due  from  the  indorser  to  the  indorsee. 
Aldereon  t.  Langdttle,  8  B.  <8  Ad.,  660. 
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164.  The  transferee  of  an  altered  bill  has  only  the  rights  of 
the  transferor, 

Burchfield  ▼.  Moore,  SE,A  B.,  683. 

166.  If  a  person  gires  a  renewal  fbr  a  bill  which  has  been 
vitiated  by  an  alteration,  he  is  not  liable  on  the  renewal,  if  he  was 
not  aware  of  the  alteration  at  the  time  he  gave  the  renewed  biU. 

Bell  T.  Gardiner,  4k  U,  A  G.,  11. 

166.  The  maker  of  a  promissory  note  is  discharged  from  his 
liability  by  any  alteration  of  the  note,  wherever  the  altered 
instrnment,  if  genuine,  would  operate  differently  from  the  original 
instrument,  even  though  it  should  be  to  hiB  advantage :  as,  for 
instance,  if  names  are  added  to  a  joint  and  several  note  besides 
those  originally  intended  to  be  on  it. 

Clerk  V.  Blackstock,  Holt's  N.  P.  C,  474.  Gardner  v.  WaUh,  5 
£.  &  B.,  88. 

167.  A  person  who  sues  upon  an  altered  bill  will  be  required 
to  prove  the  circumstances  of  the  alteration ;  and  if  he  cannot,  it 
is  a  question  for  the  jury. 

Johnson  v.  Duke  of  Marlborough,  2  Stark.,  818.  Henman  v. 
Dickinton,  5  Bing.,  183.  Knight  y.  Clements,  S  A.  A  E.,  215. 
Bishop  T.  Chamhre,  l'M..&  Mai.,  116.  Disbrowe  v.  Wetherlry,  6  C. 
A  P.,  768.     Taylor  v.  Moeeley,  6  C.  A  P.,  273. 

On  Signing  by  Procuration, 

168.  It  is  very  common  for  persons  to  authorise  otibers  to 
draw,  accept,  or  indorse  and  negotiate  bills  for  them,  and  such 
signing  is  called — signing  hy  procuration. 

As  the  agent  is  the  mere  hand  which  performs  the  duty,  persons* 
may  sign  by  procuration  who  have  no  capacity  in  their  own  right 
to  contract,  such  as  infants,  married  women,  persons  attainted,  or,, 
in  fact,  labouring  any  disqualification. 
Co.  Litt.,  52a. 

169.  No  particular  form  is  necessary  to  convey  this  authority,, 
either  verbal  or  written.  But  any  one  who  takes  a  bill  drawn, 
accepted,  or  indorsed  by  procuration,  should  make  inquiry  whether 
or  not  the  authority  has  been  properly  followed. 

Alexander  v.  Mackenzie,  6  C.  B.,  766.  AttVHHidi,  Mwmvngi, 7  B. 
&  0.,  278. 

160.  General  authority  to  transact  business  does  not  cary  with 
it  powers  to  negotiate  bills :  but  if  the  agent  gives  notice  that  he 
is  acting  as  agent,  and  the  principal  afterwards  adopts  his  acts>  he 
will  be  bound  by  them. 

Saunderson  v.  QrifUhs,  5  B.  A  C,  900.     Vere  t.  Athby,  10  B.  A 


524  TH£OBT  AMD  PSACTICX  OF 

C^V0L    WOmmr.T      ii     ,€  IL^  0,3 

16L    Spedalmntbcvitieswm  beooDiknied  stiicftfy:  bot  tf 
agent  has  been  in  the  habit  of  negotiating  bilk  fiir  his  principal, 
or  other  pemn  connected  with  him  in  harinmH^  and  he  haa 
adopted  thia  penvn^a  acti»  he  will  be  bound  bj  them. 

Barber  w.GinfeU,  9  Htp^mL  linMilyB  ▼.  IFmeftwottft,  13  IL  A 
W.,598.  CaiAT.rflylor.LLAWeb..M.G^178.  JVeacott  ▼.  JRun, 
9Bliia^l9. 

182.  An  agent'a  anthority  win  be  preaomed  to  ccmtiiine  nntil 
notice  ia  given  of  ita  tenninatKHL  Soch  notice  as  regarda 
atrangen  moat  be  given  in  The  Oazetky  and  to  cnatomerB  and 
correapondenta  by  individoal  oommimication. 

188.  An  agent  who  wishea  to  avoid  peraonal  liability,  most 
either  sign  his  principal's  name  only ;  (mt  ezpreasly  state  on  the 
fkse  of  the  instrunent  that  he  signs  as  agent 

184.  Evidence  cannot  be  received  to  charge  a  principal  who 
ia  not  named  on  the  fiu;e  of  the  bill  or  note  (a) :  nor  to  discharge 
an  agent  who  signs  it  in  his  own  name  {h). 

(a)  Leadbitier  t.  Farrow,  5  M.  <fe  S.,  349.    BuU  ▼.  Morreil,  12  A. 
A  E.,  750.    Edmunds  v.  Bmhell,  85  L.  J.,  Q.  B.,  91. 
{b)  Higgint  v.  Senior,  8  M.  &  W.,  834. 
166.     Where  an  agent,  being  duly  authorised,  expressly  states 
on  the  face  of  the  instrument  that  he  merely  signs  it  by  procura- 
tion, for  a  principal,  he  will  not  be  bound. 

But  if  in  any  case  whatever  he  signs  it  without  authority,  he, 
and  ho  only,  will  be  personally  liable;  and  his  representatives 

as  well. 

Lee  V.  Zagury,  8  Taunt.,  114.  Leadbitter  v.  Farrow,  5  M.  <&  8., 
815.  Sowerby  v.  Butcher ;  Alexander  v.  Sizer,  L.  B.,  4  Ex.,  105. 
Ooupy  V.  Harden,  7  Taunt.,  160.  Lefevre  v.  Lloyd,  5  Taunt.,  749. 
riwmuH  V.  ninhop,  2  Stra.,  965.  Rew  v.  Pettet,  1  A.  <fe  E.,  196. 
Mare  v.  Charles,  5  E.  A  B.,  978.  Lewis  v.  NicfioUon,  18  Q.  B.,  609. 
Jiandall  v.  Tummen,  18  C.  B.,  786.  CoUen  v.  Wright,  7  E.  &  B., 
801.  Kelner  v.  Baxter,  L.  R.,  2  C.  P.,  174.  Scott  v.  Lord  Ebury, 
L.  R.,  2  C.  P.,  255.  Polhill  v.  Waiter,  8  B.  &  Ad.,  114. 
leS,  In  ordinary  trading  partnerships  each  member  of  the 
firm  may  bind  it  by  bills. 

But  he  must  use  the  name  of  the  firm,  or  one  which  it  is 
sometimes  known  by. 

Dormant  or  secret  partners,  and  also  ostensible  partners,  or 
persons  who  hold  themselves  out  as  partners,  are  also  bound. 

Pinckney  v.  Hall,  1  Salk.,  126.    Lane  ▼.  WfUmm*^  Yem.,  277. 
WtlU  T.  Masterman,  2  Esp.,  731.    Harruf^     "^^NF-  ^  T-  ^» 
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207.  SwanY.SUeU,  7  EBBi.,  210.  Ridley  v.  Taylor,  n^MU  175. 
Lewii  V.  ReiUy,  1  Q.  B.,  849.  Stephem  y.  Eeynoldi,  6B..A  N.,  618. 
Mason  v.  Rumsey,  1  Camp.,  884.  Nicholton  v.  Ricketts,  29  L.  J.,  Q. 
B.,  55.  South  Carolina  Bank  t.  Case,  8  B.  d;  C,  427.  Ex  parte 
Bolitho,  Back.,  100.  Thicknesse  v.  Bromilow,  2  G.  dk  J.,  425.  Lloyd 
y.  Ashby,  2  B.  <fe  Ad.,  28.  Vere  y.  ilf  ^,  10  B.  A  C,  288.  Gumey 
y.  £rafu,  3  H.  <!k  N.,  122.  Willianu  y.  Johnton,  1  B.  d  C,  146. 
Far&««  y.  Marshall,  11  Ex.,  166.  JlfacZa^  y.  Sutherland,  Z^R.A  B.,  1. 
Brown  y.  Kidger,  8  H.  A  N.,  858. 

167.  If  he  does  not  sign  the  name  of  the  firm  it  will  not  be 
bound. 

Faith  y.  Richmond,  11  A.  A  E.,  889.  Kirk  y.  Blurton,  9  M.  A 
W.,  284.  Siffln  y.  Walker,  2  Camp.,  808.  Ex  parte  Ewiy,  1  BoBe, 
61.    £m{y  y.  Ly«,  15  East,  7. 

168.  Bat  a  member  of  a  non-trading  partnership  cannot  bind 
it  by  bills :  unless  authority  may  be  inferred. 

Dickinson  y.  Valpy,  10  B.  A  C,  128.  Brown  y.  Byers,  16  M.  A 
W.,  252.  Thicknesse  y.  BronUlow,  2  Cr.  d  J.,  425.  Qreenelade  y. 
Dwar,  7  B.  ak  C,  685.  Hedley  y.  Painfrrid^e,  8  Q.  B.,  816.  Levy 
y.  Pyn«,  C.  A  Mar.,  458.  Fonter  y.  Maekreth,  L.  B.,  2  Ex.,  69. 
Smith  y.  Craven,  1  Cr.  dk  J.,  500. 

169.  Creditors  carrying  on  a  business  to  satisfy  their  debts  out 
of  the  business  are  not  partners. 

Whedtcroft  y.  Hickman,  9  C.  B.,  N.  S.,  47. 

170.  1.  A  person,  however,  who  takes  a  bill  or  note  from  one 
partner,  knowing,  or  having  reasonable  cause  to  suspect,  that  it  is 
contrary  to  the  consent  of  the  other  partners,  cannot  sue  them  (a). 

2.  And  the  indorsee  of  such  bill  taken  in  fraud  of  the 
partnership,  must  prove  that  he  innocently  gave  value  for  it  (b). 

(a)  HeiUnU  y.  NeviU,  L.  B.,  5  C.  P.,  478.  Barber  y.  Backhouse, 
Peake,  86.  Jones  y.  Yates,  9  3.  A  C,  582.  Jaeaud  v.  French,  12 
East.,  817.  Laveson  y.  Lane,  18  C.  B.,  N.  B.,  278.  Ex  parte 
Bonbonus,  8  Yes.,  540.  Green  v.  Deakin,  2  Stark.,  847.  Ex  parU 
Goulding,  2  61.  A  J.^  118.  Frankland  y.  MeOuity,  1  Enapp,  P.  G., 
274.  Lord  Qalway  y.  Mathew,  10  East.,  264.  Sherriffy.  Wilkes, 
1  East.,  48. 

(b)  Arden  y.  Sharpe,  2  Esp.,  524.  WeVU  y.  Maetennan,  2  Bsp., 
731.  Hogg  y.  Skeen,  84  L.  J.,  C.  P.,  158.  Ridley  v.  Taylor,  18 
East.,  175.    Sutton  y.  Gregory,  2  Peake,  150. 

171.  If  the  same  person,  a  partner  in  two  firms  of  the  same 
name,  negotiates  a  bill  in  the  common  name  of  the  firms,  the 
holder  may  sue  either. 

Baker  y.  Charlton,  Peake,  80.    Swan  y.  Steel,  7  East.,  210. 

172.  Dissolution  of  partnership  should  be  notified  in  The 
Oazeiie,  which  will  avail  against  persons  who  have  had  no  dealings 
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nHi  ilie  inis  bot  all  cofiUnners  and  ac^n^spondeats  ahonM 
vaoeH^  laflifMauJ  notice  of  dlsBoIutton;  otherwise  ex-partnera 
IMjf  rtfll  tiad  fte  &^i  to  parties  who  have  had  no  notioe  af  the 

A«a  v«  S^tMfMKt  4  B.  &  Aid.,  173.    Booth  y.  Qwm  7  Frioe,  193- 

h^L  Thompttm^  Pmke,  la.    ^«iMoni£  v,  Calei,  2  Camt>..  617. 
rT.i)«jfiii«ie,  1  a  dl  S.,  sea     TTiUliiiiu  T,  £4r«f#,  2  Bt&rk., 


198.  Hie  obange  of  the  names  on  the  cheques  of  a  firm  of 
fpMpfcva  ia  a  mfficient  notice  to  ^eir  costometa  of  a  change  m 

.  .,|74L    i^kir   a   disiolmtiou  of  partn^rBhifi  die  mttnbetr  in 
indiTidualB,  and,  therefore^  all  must  jom  iti   gigninf 

riiM  AiXgiTeaatiliorify  to  one  of  tiu^wtaabe^  to  oga  ftr 

(B^  IfbM  ▼.  ffinler,  4  M.  A' W.,  M. 

On  th$  Tramsfsr  of  BUh  and  Netn. 
176.    All  BiHs  and  Notes  are  now  transferable  or  negotiable 
wi&cnt  being  made  payable  to  the  payee,  "or  bearer,**  or  "order.'' 

36  d  87  ViAt  (1873),  o.  66,  8.  26,  %  6, 11. 

If,  however,  the  words  **or  order"  are  inserted,  they  can:  only 
be  traofiferred  by  the  payee's  indorsement 
ISgnatnre  and  dilivery  eenstitnte  indorsement. 

S  6,  1,  «iipra* 

176.    An  indorsement  may  either  be  in  blank ;  or  special  or 

An  indorsement  in  blank  is  when  the  indorser  simply  writes  his 
name,  usually ,  but  not  necessarily  (1),  on  the  back  of  the  in- 
stroment,  and  deliTers  it  to  the  indorsee.  Snch  an  indorsement 
nakea  the  bill  oir  note  payable  to  bearer  (a). 

The  delivery  may  be  either  actoal  or  constmctive,  as  whese^  the 
indorser  notifies  to  the  indorsee  that  he  has  indorsed  the  bill  ta 
him,  bnt  yet  retains  it  in  his  own  possession. 

(a)  Peacock  v.  Rhodes,  2  Doug.,  633.  Fravcit  v.  Mott,  cited  in 
preoeding  case.  Ord  v.  Portal,  3  Camp.,  239.  Low  r^  f^npfmiaii, 
a  C.  St  P.,  300.    MacheU  v.  Kirmear,  1  Stark.,  499. 

(1)  Be»  T.  Bigff,  1  Btitt.,  18..   Sx  parte  Yatet,  27  L.  J.,  Bkey.,  9: 
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177.  A  special  indorsement,  or  an  indorsement  in  fall,  is  where 
the  instrument  is  indorsed  by  name  to  some  specific  person. 

The  special  indorsee  can  tlien  only  transfer  it  by  indorsement : 
and  this  he  may  do  whether  it  is  merely  indorsed  to  him,  or  to 
him  "  or  order." 

Moore  v.  Manning,  Com.,  811.  Acheson  y.  Fountain,  1  Stra.,  657. 
Edie  y.  East  India  Co.,  2  Burr.,  1216.  CunUffe  y.  WMUhead,  6 
Scott,  31.     Gay  v.  Lander,  6  C.  B.,  336. 

178.  A  bill  once  indorsed  in  blank,  and  afterwards  indorsed 
in  full,  is  payable  to  bearer  as  regards  all  the  parties  before  the 
special  indorser:  but  as  against  the  special  indorser  title  mnst 
be  made  through  his  indorsee. 

Smith  V.  Clarke,  1  Peake,  N.  P.  0.,  296.  Leonard  y.  Wilson,  2  Or. 
<fe  M.,  689.     Walker  y.  Macdonald,  2  Ex.,  627. 

179.  There  may  be  any  number  of  indorsements  on  a  bill  or 
note ;  and  if  there  is  not  room  for  them  on  the  original  in- 
strument, an  additional  piece  of  paper  may  be  added  to  it — called 
an  allonge — which  requires  no  stamp. 

180.  A  misspelling  does  not  necessarily  aToid  an  indorsement. 

Leonard  y.  Wilson,  2  Cr.  &  M.,  689. 

181.  Every  indorser  is  in  the  nature  of  a  new  drawer. 
Penny  y.  ItmeB,  1  0.  M.  <S^  B.,  441.    AUen  y.  Walker,  2  M.  d; 

W.,  317. 

182.  He  contracts  that  if  the  drawee  does  not  at  maturity  pay 
the  bill,  he  will,  on  receiving  due  notice  of  dishonour,  pay  the 
holder  the  sum  which  the  drawee  ought  to  have  paid  together 
with  such  damages  as  the  law  allows  as  an  indemnity. 

Suse  y.  Pompe,  8  0.  B.,  N.  S.»  638. 

183.  A  person  who  accepts  or  ind(»rses  a  blank  bill  or  note  is 
liable  for  any  amount  the  stamp  will  cover. 

Russell  y.  Langstaffe,  2  Doug.,  614.  Usher  y.  Dauney,  4  Camp., 
97.  Pasmore  y.  North,  13  East.,  617.  Snaith  y.  Minga/y,  1  M,  & 
S.,  87.  Cruchley  y.  Claranee,  2  M.  d^  a,  90.  CoUis  y.  Emet,  1  H. 
Bla.,  313.    Schultz  y.  Aetley,  2  Bing.,  N.  C,  644. 

184.  An  indorser  admits  the  signature  and  capacity  ottrrerj 
prior  party  (a),  but  he  does  not  warrant  them  (J>). 

(a)  Lambert  y.  Pack,  1  Balk.,  127.  Williams  T.  Seagrave,  % 
Barnard.,  82.  Crichlow  y.  Parry,  ^  Camp.,  182.  Free  y.  Hawkins, 
Holt.,  N.  P.  C,  660.    Maegregor  y.  Rhodes,  26  L.  J.,  Q.  B.,  318. 

(b)  East  India  Co,  y.  Tritton,  3  B.  <t  C,  280. 

186.  If  two  persons  not  partners  are  the  payees  of  a  bill  or 
note,  both  must  indorse. 

Carvick  y.  Vickery,  2  Pong.,  668n. 
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A  bill  may  be  iadorsed  condition  ally,  and  if,  after  micb 
eondltional  acceptance,  tli6  drawee  accepts  it  and  pays  it  without 
the  conditioD  being  fulfilled,  he  is  liable  to  pay  it  again  to  the 

payee* 

R(^€Tt»&n  V.  Ketmngtont  4  Tanni,,  30, 

1S7*    If  a  bill  be  reindorsed  to  a  prerioits  indorser  he  h^  no 
action  against  the  intermediate  indorsera  (a). 

Unless  there  are  special  circumstances  which  wonld  prere 
them  from  soing  him  {h}^ 

(a)  BUhop  f<  Ba^watd,  4  T*  B.,  470.    Bviten  v,  Webb,  S  B, 
C,  483. 

(fe)  Witdetf  V.  Stepewi,  15  M,  &  W.,  208,     M&rriM  t*  Walkrr,  lift 

Q,  B,,  589.    Bmtkioti  t.  Woohott,  16  M.  A  W.*  584„     n^iUitimi  v.' 

CWfc*,  16  M.  *  W„  S34. 

•  ,  188.    An  indorser  may  exempt  himself  from  liabOity  by  adding 

the  words  "  sans  rtemrSf^*  or  **  withoat  recourse  to  me,"  or  aimiJar 

worde. 

He  may  also  exempt  himfielf  from  peT»}nal  liability  to  his  im- 
mediate indorsee  by  an  agreement,  written  or  oral 

Bnt  this  wonld  not  affect  a  holder  for  value  without  notice- 

Pift«  T.  Street,  1  M.  <k  M.,  226.  Tkampi«m^.CkibUg.lU.^W^ 
212.    Cagtrigue  t.  BtUHgieg,  10  Moore,  P.  G.  Ga.,  94. 

188.    Striking  out  an  indorsement  intentionally  discharges  the 
indorser  (a) :  bat  not  if  done  by  mistake  (h). 
(a)  FaireUmgh  ▼.  Pavia,  9  Ex.,  690. 
(ft)  Wilkinson  v.  Johnson,  8  B.  A  C,  428. 

190.  The  rales  relating  to  the  transferee's  title  to  lost  or  stolen 
instruments  have  been  given  already  in  Chapter  XIII.,  s.  4. 

191.  A  trust  may  be  expressed  on  the  &oe  of  the  bill,  en*  in 
the  indorsement. 

Evans  v.  Oramlington,  Carth.,  5.  Snee  ▼.  Preseott,  1  Aik.,  247. 
Aneher  ▼.  Bank  of  England,  2  Dong.,  687.  Edie  v.  East  India  Co^ 
2  Burr.,  1227.  TreutUl  v.  Barandon,  8  Taunt.,  100.  Sigowneg  ▼. 
Lloyd,  8  B.  d  G.,  622 ;  affirmed  5  Bing.,  626. 

192.  The  transferee  of  a  bill  held  in  trust  cannot  retain  it 
against  the  true  owner  (a) :  and  if  the  acceptor  is  obliged  to  pay 
it  he  may  recover  the  amount  from  the  depositary  (h). 

(a)  Ooggerly  v.  CtUhbert,  2  N.  B.,  170.    Evans  v.  Kymer,  1  B.  A 
Ad.,  628.    Bobson  v.  BoUs,  1U.A  Bob.,  289. 
(ft)  BUadon  v.  Charles,  7  Bing.,  246. 

193;    If  a  person  holds  a  Bill  or  Note  merely  as  the  agent  of 
another  person^he  has  only  the  title  of  his  principal. 
Solomons  v.  Bank  of  England,  18  East.,  186. 
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194.  For  the  rales  relating  to  the  transfer  of  instniments  by 
delivery,  withoat  indorsement,  see  §  §  22,  23,  46, 108. 

196.  1.  If  an  indorsee  gives  valne  for  a  bill  which  has  been 
refused  acceptance,  withoat  knowledge  of  the  fact,  he  has  the 
nsaal  remedies  against  the  parties  to  it  (a). 

2.  Bat  if  he  takes  it  with  knowledge  that  it  has  been  refused 
acceptance,  he  can  only  charge  his  immediate  indorser  (h). 

{a)  O'Keefe  v.  Dunn,  6  Taunt.,  305;  affi.  5  M.  <!k  S.,  282. 
WhiUhead  y.  Walker,  9  M.  <!k  W..  506  :  10  M.  <ft  W.,  696. 

(6)  Crostley  y.  Ham,  18  East,  498.  BaHlett  v.  Bensant  16  M. 
A  W.,  696. 

On  Presentment  far  Payment, 

198.  A  Bill  or  Note  mast  be  duly  presented  for  payment ;  for 
if  not,  all  the  parties  to  it,  except  the  acceptor  or  maker,  are 
discharged. 

Personal  demand  on  the  drawee,  acceptor,  or  maker  is  not 
necessary :  demand  at  his  residence  or  usual  place  of  bosiness  is 
sufficient. 

If  he  changes  his  residence  he  is  bound  to  leave  ftmds  on  the 
premises  to  meet  the  bill. 

Brown  y.  Macdermot,  5  Esp.,  265.  Saunderton  y.  Judge,  2  H. 
Bla.,  510.  Buxton  y.  Jones,  1  M.  d:  G.,  83.  Hine  y.  AUely,  4  B.  A 
Ad.,  624. 

197.  Demand  must  be  made  even  though  the  drawee  or  ac- 
ceptor is  bankrupt  (a) ;  or  even  if  he  declares  in  the  presence  of 
the  drawer  that  he  will  not  pay  the  bill  (b). 

(a)  Russell  y.  Langstaffe,  2  Dong.,  514.  NUhoUon  y.  Qouthit,  2 
H.  Bla.,  610.  Ex  parte  Johnstone,  1  Mont.  &  Ayr.,  622.  Esdaile  T. 
Sowerhy,  11  East.,  114. 

(hj  Ex  parte  Bignold,  1  Deac.,  728. 

198.  If  the  drawee  or  acceptor  is  dead  presentment  should  be 
made  to  his  representatives ;  and,  if  he  has  none,  at  his  house. 

199.  Presentment  for  payment  is  not  necessary  to  charge  the 
guarantor  of  a  BiU  or  Note. 

Hitchcock  y.  Humfrey,  5  M.  <!k  G.,  559.  WaUon  y.  Maseall,  18  M. 
A  W.,  453.     Warrington  y.  Furbor,  8  East,  242. 

200.  The  word  month  in  Bills  and  Notes  means  a  calendar  or 
solar  month. 

Cockell  y.  Gray,  SB.&  B.,  186. 

201.  When  drawn  so  many  days  after  date  or  sight,  it  excludes 
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the  day  on  which  the  instrament  is  drawn  and  includes  the  day 
on  which  it  becomes  due. 

Coleman  ▼.  Sayer,  1  Barnard.,  303. 

202.  On  dajs  of  grace  see  §  21. 

203.  Bills  and  Notes  payable  on  demand,  sight,  or  presenta- 
tion, must  be  presented  within  a  reasonable  time. 

What  is  reasonable  time  depends  upon  the  circumstances  of  the 
case ;  and  is  a  mixed  question  of  law  and  fact,  ton  the  determina- 
tion of  the  Court  and  jury. 

Mamcaring  v.  Harrison,  1  Stra.,  608.  Hanke^  ▼.  Trotman,  1  W. 
Bla.,  1.  Godfray  v.  Coulman,  13  Moo.  P.  C.  Ca.,  11.  MuUUk  T. 
RadakiMen,  9  Moo.,  P.  C.  Ca.,  46.  MuilmanY.  D'Eguino,  2  H.  Bla.» 
565.  Fry  v.  Chapman,  7  Taunt.,  397.  MellUk  y.  Rawdon,  9  Bing., 
417.  Goupy  V.  Harden,  7  Taunt.,  159.  Straker  v.  Graham,  4  M.<ft 
W.,  721. 

204.  Usance  is  a  period  which  in  early  times  was  appointed 
as  the  usual  time  between  different  countries. 

When  usance  is  a  month,  half  usance  is  always  15  days. 
Usance  between  London  and — 

1.  Aleppo,  Altona,  Amsterdam,  Antwerp,  Brabant,  Bruges, 
Flanders,  Geneva,  Germany,  Holland,  the  Netherlands,  Lisle, 
Paris  and  Rouen — is  one  month. 

2.  Spain  and  Portugal — two  months. 

3.  Italy — three  months. 

206.  The  Act  1  &  2  Geo.  1  (1821),  c.  78,  does  not  apply  to 
promissory  notes. 

Hence  if  a  promissory  note  is  made  payable  at  a  particular  place 
in  the  body  of  it,  it  must  be  presented  there  for  payment  (a). 

But  not  if  a  place  be  merely  mentioned  in  a  corner  as  a 
memorandum  (ft). 

(a)  Saunderson  v.  Bowes,  14  East.,  500.  Dickinson  v.  Bowet, 
16  East,  112.  Bowe  v.  Young,  2  B.  &  B.,  165.  Emblin  v.  Dartnell, 
12  M.  <fe  W.,  830.  Spindler  v.  Grell^t,  1  Ex.,  384.  Vanderdonckt 
V.  Thelluson,  8  C.  B.,  812. 

(h)  Williams  v.  Waring,  10  B.  <fe  C,  2.  Pnce  v.  Mitchell,  4 
Camp.,  200.  Exon  v.  Russell,  4  M.  &  S.,  505.  Masters  v.  Barretto, 
8  C.  B.,  433. 

208.  A  Bill  drawn  or  accepted  payable  at  a  particular  place 
must  be  presented  there  to  charge  the  drawer  or  indorser. 

Gibb  V.  Mather,  8  Bing.,  214.  Saul  v.  Jones,  1  E.  <fr  E.,  69. 
Parks  V.  Edge,  1  C.  &  M.,  429.  Harris  v.  Parker,  3  Tyrw.,  870. 
Boydell  v.  Harkness,  3  C.  B.,  168.  Buxton  v.  Jones,  1  M.  &  G.,  83. 
Hine  v.  Allely,  4  B.  A  Ad.,  624. 
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207.  PromLssory  notes  payable  on  demand  are  often  intended 
to  be  continuing  securities :  and  whether  any  unnecessary  delay 
has  taken  place  in  presenting  them  for  payment  must  be 
determined  in  each  case  by  the  Court  and  Jury. 

Brooks  T.  Mitchell,  9  M.  (Ik  W.,  15.  Chartered  Mercantile  Bank 
of  India,  dtc,  v.  Dickson,  L.  R.,  8  P.  C,  674. 

On  the  Extinguishment  of  Bills  and  Notes, 

208.  The  liability  of  parties  to  Bills  and  Notes  may  be 
discharged  and  extinguished  by  Waivee,  or  Discharge,  by 
Release,  and  by  Payment  and  Satisfaction,  Judgment, 
Execution,  and  Merger. 

Of  Waiver. 

209.  The  holder  or  any  of  the  parties  to  a  Bill  or  Note  may 
discharge  any  of  the  parties  antecedent  to  himself  by  an  express 
renunciation,  either  orally  or  in  writing ;  either  before  or  after  it 
has  become  due  ;  and  without  consideration. 

Whatley  v.  Tricker,  1  Camp.,  S6.  Dingwall  j,  Dunater;  Black  v. 
Peel;  Walpole  v. Pulttney,  Dong., 247.  Farquhar  v.  SotUhey,  M.  A 
Mai.,  14.  Cartwright  v.  Williams,  2  Stark.,  840.  EllU  v.  Oalindo, 
Doug.,  260.  SteeU  v.  Harmer,  4  Ex.,  1.  Foster  v.  Dawher ; 
Mayhew  v.  Cooze,  6  Ex.,  581. 

210.  If  the  waiver  be  not  for  the  whole  amount  and  un- 
conditional there  must  be  a  consideration. 

Parker  v.  Leigh,  2  Stark.,  228.  Owen  v.  Pizey,  11  W.  R.  C. 
P.,  21. 

Of  Release. 

211.  A  Belease  under  seal  may  be  given  which  requires  no 
consideration. 

212.  1.  The  Release  of  a  Debt  by  one  of  the  several  joint 
Creditors  discharges  the  Debtor  from  his  liability  to  all  the 
Creditors  (a). 

2.  But  if  the  release  is  given  in  fraud  of  the  other  creditors,  the 
Courts  will  set  it  aside  (b). 

8.  If  a  Creditor  gives  a  release  of  the  Debt  to  one  of  the  several 
joint  debtors,  the  debt  is  extingniBhed,  and  all  the  joint  debtors 
are  discharged  (e). 

4.  A  covenant  not  to  sue  one  joint  debtor  is  a  release  to  him ; 
but  it  does  not  discharge  the  other  joint  debtors  (d). 
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.  5.  Where  deeds  are  drawn  relieTing  one  of  8e?eral  joint  debton^ 
bat  expressly  reserving  the  remedies  against  the  othersy  the  Coorte 
invariablj  hold  them  to  be  mere  coyenants  not  to  sue  tiie  debtor, 

but  not  a  release  of  the  debt  (d). 

(a)  Ruddock's  ease,  6  Go.  Bep.,  25a.  Jaeamb  y.  Harwood^  S  Yei ., 
•en.,  267.  Barker  v.  Richardson,  1  Y.  A  Jer.,  S62.  Wehb  t.  Hewitt^ 
L.  B.,  7  Eq.,  28. 

(b)  Payne  v.  Rogers,  Dong.,  407.*  Hickey  r.  Bart,  7  Taimi., 
49.  Jones  y.  Herbert,  7  Taunt.,  42.  Legh  v.  Legk^  1  Bw  A  P., 
447.  InneU  t.  Newman,  4  B.  A  Aid.,  419.  Mamdfsg  t.  Cox,  7 
J.  B.,  Moore,  617.  Sargent  t.  Wediake,  11  C.  B.»  873.  Bawsiam 
T.  QandeU,  15  M.  <9k  W.,  305.  Barker  y.  i^ieftanlMm,  1  Y.  A  J., 
862.  £ar  jMirt^  Aformon,  33  L.  J.,  Bkey.,  47.  De  Pothowitr  t.  De 
Matias,  £.  B.  <&  £.,  461. 

(o)  Y.  B.,  21  Edw.,  4,  81,  e.  33.  Co.  Litt.,  282a.  FasoeU  T. 
Forrest,  2  Wms.  Sanod.,  48.  Clapton  t.  Kynaeton,  2  Balk^  574. 
Wankford  t.  IFanlr/orci,  1  Salk.,  300.  Cheetkam  r.  Wattd^  1  B.  A 
P.,  630.  fvant  Y.  £r«m&nd^«,  2  K.  <fr  J.,  174.  J/tcitolMm  ▼.  Bmll* 
4  A.  A  E.,  675.    Price  v.  Bar*^.  4  E.  A  B.,  760. 

((2)  Lo^  V.  Kinaston,  1  Ld.  Baym.,  690.  Fitzgerald  t.  TVon^  11 
Mod.,  264.  Bean  v.  Sewhall,  8  Tr.,  168.  Jfaf ton  v.  JByre,  6  Taunt., 
289.  Solly  V.  Forbes,  2  Bro.  <fe  B.,  38.  Thompson  v.  I<acib,  8  C.  B., 
240.  Pnce  v.  Barker,  4  E.  &  B.,  760.  Walmesley  v.  Cooper,  11  A. 
<fe  E.,  216.  Kearsley  v.  CW<r,  16  M.  A  W.,  128.  Henderson  t. 
Stohart,  5  Ex.,  99.  iri7/i«  v.  De  Ca»tro,  4  C.  B.,  N.  S.,  216*  Oic^a 
V.  Homan,  4  H.  L.  Ca.,  1037.  Bateson  v.  Gosling,  L.  B.,  7  C.  P.,  9. 
Green  v.  iri/7J«,  L.  R.,  7  C.  P.,  28 :  aff.  4  Ch.  Ap.,  204.  Keyes 
V.  £/Jti/w,  6  B.  &  S.,  240.     Andrew  v.  Macklin,  6  B.  A  S.,  201. 

213.  1.  A  covenant  not  to  sue  for  a  limited  time  is  not  a 
release  and  cannot  be  pleaded  in  bar  {a). 

2.  Unless  it  is  expressly  provided  in  the  deed  that  it  may  be 
pleaded  in  bar  {h), 

(a)  Ayliff  v.  Scrimsheire,  1  Show.,  46.    Deux  v.  Jefferies,  Cro. 
Eliz.,  362.    Smith  v.  Mapleback,  1  T.  R.,  446.    Burgh  v.  Preston,S 
T.  R.,  486.     Thimbleby  v.  Barron,  3  M.  A  W.,  210. 
(6)  Walker  v.  Neville,  34  L.  J.,  Ex.,  73. 

214-  1.  A  release  after  the  bill  is  dne  discharges  all  the 
parties  prior  to  the  releasor. 

2.  But  a  release  before  the  bill  is  due,  though  good  between  the 
parties,  does  not  invalidate  the  claims  of  an  indorsee  for  value 
without  notice  of  the  release. 

Dod  V.  FAltoard*,  2  C.  A  P.,  602. 
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216.    A  release  given  to  the  drawee  before  acceptance  i« 
Toid. 

Drage  y.  Netter,  1  Ld.  Baym.,  65.    Ashton  v.  Freestun,  2  Soott., 
N.  B.,  27a.    HartUy  t.  ManUm,  5  Q.  B.  247« 

216.    A  creditor  who   releases  a  debt  cannot   retain    anj 
■ecnrities  he  holds  for  the  debt. 

Shepherd's  Tortehitone  (Preston),  842.    Cowper  t.  Oreen,  7  li.  * 
W.,  S33,  • 


0/  Payment,  Discharge,  and  SaUsfaction. 

217.  1.  The  words  Payment,  Discharge,  and  Satisfaction  are 
not  sTnonjmons. 

Payment,  pacatiOy  is  anything  which  is  taken  as  an  equivalent 
in  exchange  for  something  else,  and  which  appeases  or  estops  a 
right  of  action  for  a  time,  bnt  it  is  not  necessarily  a  final  dis- 
charge, or  a  satts/actioH. 

Thus  a  Bill  or  note  taken  "for  or  on  account  of"  a  debt ;  for 
goods  sold  and  delivered  ;  or  a  bill  taken  in  renewal  of  a  previous 
one  :  is  payment  for  the  time  being,  because  the  vendor  has 
agreed  to  take  it  as  an  eqmvalent  for  the  goods  or  bill ;  but  it 
is  not  a  satisfaction  until  the  bill  is  paid.  If  the  second  bill  is 
not  given  and  accepted  expressly  in  satisfaction  of  the  former 
bill,  the  holder  may  sue  for  interest  on  the  first 

Louvriere  v.  Laubray,  10  Mod.,  87.  HcULipp  y.  Otway,  2  Wms. 
Saond.,  103  b.  n.  (e).  Kearslake  y.  Morgan,  6  T.  B.,  518.  Tap- 
Uy  V.  Martens,  8  T.  B.,  451.  PlimUy  ▼.  Westley,  2  Bing..  N.  C. 
249.  Thome  v.  Smith,  10  C.  B.,  659.  BeUhaw  ▼.  Bush,  11  C.  B., 
191.  Jones  v.  Broadhnrst,  9  0.  B.,  178.  Stedman  v.  Oooch,  1 
Eap.,  N.  P.  C,  8.  Leuns  v.  Lyster,  4  DowL,  877.  BoUomley  t. 
Nuttall,  6  C.  B..  N.  S.,  122.  JPorrf  v.  Beech,  11  Q.  B.,  864. 
MaiUard  v.  Duke  of  ArgyU,  6  Soott,  N.  B.,  988.  Mereer  v.  Cheese, 
6  Scott,  N.  B.,  664.  Qnffiths  v.  Owen,  18  M.  <k  W.,  58.  James 
V.  WiUiams,  13  M.  <fc  W.,  828.  Price  T.  Price,  16  M.  &  W.,  282. 
2'  Kendrick  |v.  Lamax,  2  C.  A  J.,  406.    Simon  ▼.  LJcyd,  2  C.  M.  <ft 

B.,  187.  Wilkinson  v.  Casey,  7  T.  B.,  718.  Ex  parte  Barclay,  7 
Vea.,  697.  Bishop  ▼.  Rowe,  8  M.  A  S.,  862.  JHtton  v.  Rimm£r,  1 
Bing.,  100.  London  and  Birmingham  and  S,  Staffordshire  Bank, 
in  re,  84  L.  J.,  Ch.,  418.  lAimley  ▼.  Musgrave,  6  Scott,  230. 
Lumley  v.  Hudson,  5  Soott,  288. 

218.  If  however  the  security  is  dishonored  at  maturity  and 
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is  in  the  possession  of  the  plaintifT,  the  original  debt  remains  in 
force,  and  may  be  sued  for. 

Puckfard  v.  Maxwell,  6  T.  B.,  52.  Owemon  y.  Mone^  IT.'BL^ 
64.  Swinyard  y.  Bowes,  5  M.  <&  S.,  62.  Van  Wart  ▼.  WoolUy,  3 
B.  &  C,j  489.  Burdon  t.  Hattan,  4  Bing.,  464.  Sayer  t.  JFagstqf, 
6  Beav.,  423.  Maillard  y.  Duke  of  ArgyU,  6  Sooti,  N.  B^  9S8. 
Valpey  v.  Oakeley,  16  Q.  B.,  941. 

219.  The  words  ''  Payment "  and  '^  Discharge  **  do  not  mean 
a  final  and  absolute  extinguishment  of  the  debt. 

**  Satisfaction  "  is  the  only  legal  term  which  means  a  final  and 
absolute  extinguishment  of  the  debt  (a). 

If  a  creditor  takes  a  bill  or  note  in  **  satisfaction  "  and  discharge 
of  a  debt  {b) :  or  if  he  takes  a  bill  or  note  ^^for  and  on  aocoant 
of "  a  debt,  and  commits  laches  by  not  getting  it  paid  in  doe 
course  (c)  ;  it  is  a  satisfaction  and  extinguishment  of  the  debt. 

If  he  has  once  consented  to  accept  a  bill  in  "  satis&ction  "  of 
a  debt  he  cannot  revoke  his  consent  {d). 

(a)  Maillard  v.  Duke  of  Argyll,  6  Soott,  N.  B.,  988.  Kew^  t. 
Watt,  16  M.  A  W.,  672.     MacdowaU  v.  Boyd,  17  L.  J.,  Q.  B.,  295. 

Bottomley  v.  Nuttall,  5  C.  B.,  N.  S.,  122. 

(b)  Sard  v.  RhodeSy  1  M.  <fe  W.,  163.  Lewis  Y.  Lyster,  4  Dowl., 
377. 

(c)  2  &'  3  Anne  (1704),  c.  9,  fl.  7. 

(d)  Hardman  v.  Bellhouse,  9  M.  &  W.,  600. 

220.  Whether  a  Security  is  given  "  for  and  on  account  of" 
or  in  "  satisfaction  "  of  a  debt  is  a  question  for  the  jury. 

Gold.sh€de  v.  Cottrell,  2  M.  &  W.,  20.  Sibtree  v.  Tripp,  15  M.  & 
W.,  23. 

221.  A  bill  is  not  discharged  and  finally  extinguished  until 
it  is  paid  by  or  on  behalf  of  the  acceptor ;  or  a  note  by  or  on 
behalf  of  the  maker  at  or  after  maturity  :  after  which  it  cannot 
be  reissued,  and  is  absolutely  void. 

If  paid  before  maturity  they  may  be  reissued,  and  the  acceptor 
or  maker  will  be  liable  to  an  indorsee  (a). 

Paying  a  security  before  it  is  due  does  not  discharge  the 
debtor  (b). 

(a)  Beck  v.  Robley,  1  H.  Bla.,  89n  (a).  Thorogood  v.  Clarke, 
2  Stark.,  N.  P.  C,  251.  Roberts  v.  Edefi,  1  B.  &  P.,  898.  Bur- 
bridge  V.  Manners,  3  Camp.,  193.  Callow  v.  Lawrence,  3  M.  A  S. 
05.  Morley  v.  Culverwell,  7  M.  <&  W.,  174.  Harmer  v.  Steele,  4 
Ex.,  1.     Lazarm  v.  Cmrie,  3  Q.  B.,  459.     Jewell  v.  Parr,  13  C.  B. 


LAW  OF   CREDIT,   BILLS,   AND   NOTES.  535 

909.     FreakUy  y.  Fox,  9  B.  <ft  C,  ISO.     Bartrum  t.  Caddy  y  9  A.  A 
E.,  275.    Attenborough  y.  Mackenzie,  25  L.  J.,  Ex.,  244. 
(6)  Da  Silva  v.  Fuller, 

222.  Payment  shonld  be  made  to  the  holder  or  his  agent : 
but  it  is  sufficient  if  the  funds  reach  him. 

Field  V.  Carr,  5  Bing.,  13. 

223.  The  party  paying  a  bill  has  a  right  to  demand  it  (a)  : 
receipted  {b)  :  which  imfortA  primd  facia  that  it  has  been  paid  by 
the  acceptor  (c). 

(a)  Hansard  y.  Rofnmon,  7  B,  &  C,  90.  Powell  y.  Jtoach,  6 
Esp.,  76.  Alexander  y.  Strong,  9U,&  W.,  783.  Corfiee  y.  Taylor, 
10  Ex.,  441. 

(b)  43  Geo.  8  (1803),  c.  126,  b.  5. 

(c)  PJiel  Y.  Vanbatenberg,  2  Camp.,  439.  Sckole*  y.  Waliby, 
Peake,  27. 

224.  If  a  person  accepts  and  pays  a  bill  under  a  mistake  of 
facts  he  may  recover  it  back. 

KendaU  y.  Wood,  L.  R.,  6  Ex.,  243. 

226.  Payment  of  a  bill  or  note  to  a  person  who  holds  through 
a  forged  indorsement  does  not  discharge  the  debtor. 

Eatt  India  Co,  y.  Tritton^  8  B.  A  C.»  280.  Smith  y.  Mereer,  6 
Taunt.,  76.    Robartt  y.  Tucker,  13  Q.  B.,  575. 

226.  1.  If  a  creditor  having  the  option  of  receiving  cash 
from  a  principal  chooses  to  take  a  security,  that  is  a  *' satis- 
faction "  of  his  debt  (a). 

2.  But  not  from  an  agent  {b). 

(a)  Strong  y.  Hart,  6  B.  A  C,  160.  Smith  v.  Ferrand,  7  B.  A  C,  19. 
Andersonv.  Hillies,  12  C.  B.,  499.  Robinson  y.  Read,  9  B.  A  C,  494. 

(6)  Marsh  y.  Redder,  4  Camp.,  267.  Everett  y.  CoUim,  2  Camp., 
515. 

227.  A  creditor  may  transfer  his  debt  against  another  person 
to  a  creditor  of  his  own,  by  the  consent  of  the  common  debtor  ; 
and  if  the  arrangement  is  consented  to  by  all  the  parties  it  is  a 
satisfaction  of  the  first  creditor's  debt. 

Braoton,  Lib.  iii.,  c.  2.,  b.  13.  Tatlock  y.  Harris,  8  T.  B.,  174. 
Fairlie  y.  Denton,  8  B.  A  C,  400.  Crowfoot  v.  Oumey,  2  M.  A  Sc, 
482.     Hodgnon  y.  Anderson,  8  B.  A  C,  842. 

228.  Payment  may  be  demanded  at  any  reasonable  hour  of 
the  day  on  which  the  bill  or  note  is  due,  and  if  refused,  notice 
of  dishonour  may  be  given. 

But  the  acceptor  or  maker  has  the  whole  day  to  pay,  and  if  he 
pays  the  instrument  on  the  day,  the  notice  is  voicT. 
Hartley  v.  Case,  4  B.  A  C,  889. 
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229.  Payment  of  an  accommodation  bill  bjr  the  drawer 

extinguishes  the  bill. 

Laiarui  v.  Cowie,  2  Q.  B.,  459.  Cook  T.  LUier,  82  I«.  J^  C.  P. 
121. 

230.  1.  Payment  by  the  debtor  of  a  smaller  sum  is  not 
satisfaction  of  a  larger  sum  due  (a). 

2.  But  payment  by  a  stranger  may  be  (J). 

8.  Or  a  negotiable  security  given  by  a  debtor  (c). 

(a)  PinmVs  case,  6  Co.  Rep.,  117.  AdAfu  ▼.  TapUn§,  4  Mod.. 
8d.  Fletcher  v.  Sutton,  5  East.,  230.  WaUeT$  ▼.  Smithy  S  B.  A  Ad., 
889.  Beaumont  t.  Qreathead,  2  C.  B.,  294.  Smith  v.  Page^  18  M. 
A  W.,  683.    Perry  v.  Attwood,  6  E.  d:  B.,  691. 

(b)  Welby  v.  Drake,  1  C.  A  P.,  667.  Henderton  t.  SUhaH,  6 
Ex.,  99. 

(c)  Sibtree  v.  Tripp,  16  M.  <fc  W.,  23. 

231.  An  agreement  not  to  sue  for  a  limited  time  does  not 
suspend  the  right  of  action  on  a  bill  or  note. 

Ford  V,  Beech,  11  Q.  B.,  842.  Mon  v.  HaU,  6  Ex.,  60.  Wehb  v, 
Spicer,  13  Q.  B.,  894. :  aff.  in  Dom.  Proo.,  as  Salmon  ▼.  Webb,  8 
H.  L.,  Ca.,  610. 

232.  A  set  off,  or  a  part  payment  in  cash  and  part  set  off,  is 
now  payment  of  a  bill  or  note. 

36  A  37  Vict.  (1873),  c.  66,  8.  26,  §  11. 

233.  Payment  by  a  stranger  or  any  other  party  to  a  bill  is 
not  payment  by  the  acceptor ;  unless  made  for  and  on  his  account, 
and  ratified  by  him  (a). 

A  banker  who  has  redisconnted  a  bill  accepted  by  his  customer, 
payable  at  his  bank,  may  pay  the  bill  either  as  indorser  or  as 
agent  for  the  acceptor,  and  take  time  to  consider  in  which 
capacity  he  does  so  (h), 

(a)  Deacon  v.  Stodhart,  2  M.  &  G.,  317.    Jones  v.  Broadkurst, 
9  C.  B.,  173.     Randall  v.  Moon,  12  C.  B.,  261.    Goodwin  v.  Cremer, 
22  L.  J.,  Q.  B.,  30.     Kemp  v.  BalU,  10  Ex.,  607.    Agra  and  Master- 
man's  Bank  v.  Leighton,  L.  R.,  2  Ex.,  56. 
(h)  Pollard  v.  Ogden,  3  E.  A  B.,  469. 

234.  Taking  a  co-extensive  security  of  a  higher  nature  in 
lieu  of  a  Bill  or  Note  **  merges  "  or  extinguishes  it :  but  unless  it 
is  strictly  co-extensive  it  will  not. 

Ansell  V.  Baker,  15  Q.  B.,  20.    Bell  v.  Banks,  3.  M.  A  G.,  368, 
King  v.  Hoare,  13  M.  A  W.,  494.    Sharpe  v.  Gibbs,  6  C.  B.,  N.  S 
627. 

236.    Judgment  recovered  on  a  Bill  or  Note  extinguishes  the 
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original  debt  of  the  defendant  and  all  parties  jointly  liable  with 
him. 

Bat  withont  satisfaction  it  does  not  extinguish  the  plaintifTs 
claim  against  other  parties  not  jointly  liable  with  the  defendant. 

Nor  between  a  prior  party  to  whom  the  plaintiff  after  judgment 
returns  the  bill^  and  the  defendant. 

A  judgment  recovered  against  one  joint  and  several  debtor  is 
no  bar  to  an  action  against  another  joint  and  several  debtor. 

Claxton  V.  Swift,  2  Show.,  441.  King  v.  Hoare,  18  M.  &  W.. 
494.    TarUtan  y.  Allhuten,  2  A.  <!k  £.,  82. 

236.  Discharging  a  party  from  execution  is  a  satis&ction  of 
the  debt  from  all  parties  who  are  sureties  for  him,  but  not  of 
those  parties  who  are  not. 

Hayling  v.  Nuthall,  2  W.  BIa.,  1235.  EngU$h  ▼.  Darley,  2  B. 
A  Pm  61.  Clark  v.  dement,  6  T.  B.,  525.  Mayhew  v.  Criekett, 
2  Swans.,  190.    Michael  ▼.  Myen,  6M.&  G.,  702. 

Upon  Notice  of  Dishonour. 

287.  If  a  bill  is  refused  acceptance  or  payment  by  the  drawee 
or  acceptor^  or  a  note  by  the  maker,  the  holder  must  give  notice 
of  the  fact,  termed  Dishonour,  to  the  antecedent  parties,  or  they 
will  be  discharged. 

No  particular  form  of  words  is  necessary,  and  it  may  be  either 
written  or  oral.  The  person  to  whom  it  is  sent  must  be  informed 
either  directly,  or  by  reasonable  intendment,  that  the  bill  or  note 
has  been  duly  presented  for  acceptance  or  payment,  and  has  been 
dishonoured. 

Many  intimations  have  been  held  invalid  for  the  want  of  these 
requisites  and  the  parties  discharged  (a). 

It  has  been  held  in  many  cases  that  a  demand  for  payment  is 
also  necessary  in  a  notice  of  dishonour :  but  this  doctrine  has  now 
been  overruled;  and  it  is  expressly  decided  that  a  demand  of 
payment  from  the  party  is  not  necessary  in  a  notice  of 
dishonour  (b). 

(a)  BoulUm  y.  WeUh,  4  Soott,  425.  PhiUipe  v.  Gould,  8  0.  <fe  P., 
855.  Strange  v.  Price,  10  A.  A  E.,  125.  Meaenger  v.  Southey,  1 
Scott,  N.  B.,  180.  Furze  y.  Sharwood,  2  Q.  B.,  888.  Hartley  v. 
Case,  iB,&  C„  889.  Solarie  v.  Palmer,  7  Bing.,  580;  afl.  in  Dom. 
Proo.,  1  Bing.,  N.  C,  194. 

(b)  Furie  v.  Sharwood,  2  Q.  B.,  888.  Kimg  v.  BiekUy,  2  Q.  B., 
419.    ilftm  Y.  Brown,  11  M.  AW.,  872.    CAard  T.fVw.H  Q.B.,  200. 
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238.  Notices  which  implj  that  the  Bill  or  Note  has  been  daljr 
presented  for  acceptance  or  payment,  and  been  dishonoaxed, 
are  sufficient. 

CaufU  y.  Thompson,  7  C.  B.,  400.  King  v.  BiekUy,  S  Q.  B.,  419. 
Chard  y.  Fox,  14  Q.  B.,  200.  Hedgei T.  SteavenMon^  8  M.  A  W.,  799. 
Lewis  y.  Oompertz,  6  M.  d;  W.,  402.  Woodthorpe  t.  Xawef,  2U.dt 
W.,  209.  Grugeon  y.  Smith,  6  A.  A  E.,  499.  Amutnmg  y. 
Christiani,  5  C.  B.,  667.  Edmonds  y.  Gates,  2  Jar.,  188.  Houlditch 
y.  Cauty,  4  Bing.,  N.  C,  441.  CooJk«  y.  French,  10  A.  A  E.,  181. 
Skelton  y.  £raitM(?att«,  7  M.  &  W.,  436.  Housego  y.  Cowne,  2  M.  <ft 
W..  348.  Baiitfy  y.  Porttfr,  14  M.  A  W.,  44.  Paul  r.  Joel,  8  H.  & 
N.,  465:  afl.  4  H.  <fe  N.,  855.  Robson  y.  Curlfipif,  2  Q.  B.,  421. 
Everard  y.  Watson,  1  E.  <ft  B.,  801. 

239.  The  notice  should  describe  the  instrument  so  that  it  may 
not  be  confounded  with  any  other. 

But  minor  mistakes  will  not  invalidate  the  notioe»  so  long  as 
the  bill  or  note  can  be  identified. 

Messenger  y.  Southey,  1  Scott,  N.  B.,  180.  Stockman  y.  Parr,  11 
M.  A  W.,  809.  MeUersh  y.  Rippen,  7  Ex.,  578.  Bromage y.  Vaughan, 
9  Q.  B.,  608.  Harpham  y.  Child,  1  F.  A  F.,  652.  Beauehamp  y. 
Cash,  1  D.  A  By.,  N.  P.,  3. 

240.  Notice  of  dishonour  need  not  state  on  whose  behalf 
payment  is  applied  for,  nor  where  the  bill  is  lying ;  mistakes  on 
these  points  will  not  invalidate  it  (a) :  nor  the  omission  of  a 
signature,  so  long  as  it  appears  that  the  notice  came  from  the 
proper  quarter  {b), 

(a)  Woodthorpe  v.  Lawes,  2  M.  &  W.,  109.  Housego  v.  Cowne,  2 
M.  &  W.,  348.  Harrison  v.  Buscoe,  15  M.&  W.,  231.  Rowlands  v. 
Spriiijett,  14  M.  &  W.,  7. 

(b)  Maxwell  v.  lirain,  10  Jur.,  N.  S.,  777. 

241.  The  best  way  of  giving  notice  is  to  send  it  by  the 
general  post;    as    any  miscarriage  of  the  post  office  will   not 

invalidate  it. 

Saunderson  v.  Judge,  2  H.  Bla.,  509.  Kufh  v.  Weston,  3  Esp.,  64. 
Langdon  v.  Hulls,  5  Esp.,  157.  Dohree  v.  Eastwood,  3  C.  A  P.,  250. 
Stocken  v.  Collin,  7  M.  A  W.,  515.  Woodcock  v.  Houldsworth,  16  M. 
A  W.,  126.     Mackay  v.  Judkins,  1  F.  A  F.,  208. 

242.  The  letter  should  be  addressed  particularly  to  the 
person's  residence :  and  not  generally  to  a  Jarge  town ;  unless  the 
drawer  has  dated  it  so. 

Walter  v.  Haynes,  R.  &  M.,  142.  Mann  v.  Moors,  1  B.  A  M.,  249. 
Clarke  v.  Sharpe,  8  M.  &  W.,  16G.  Siggers  v.  Browne,  1  M.  A  Rob., 
520.  Burmesler  v.  Barron,  17  Q.  B.,  828.  Hewitt  v.  Thompson,  I  M. 
A  Rob.,  543. 
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243,  Some  evidenoe  most  be  gt?en  that  the  notice  was 
actually  posted. 

Skilbeek  y.  Garbett,  7  Q.  B.,  846.  Hetherington  v. Kempt  4  Camp., 
194.  Hawk€8  v.  Salter,  4  Bing.,  715.  Langdon  t.  HuUt,  6  Bsp., 
156.    Stocktn  y.  CoUin,  7U.A  W.,  515. 

244.  It  may  be  sent  by  special  messenger ;  and  under  peculiar 
circumstances  the  expenses  of  the  messenger  have  been  allowed.   * 

Dobree  t.  Eastwood,  d  0.  &  P.,  250.  Bancroft  y.  HaU^  Holt's  N. 
P.,  476.  Pearson  y.  CraUan,  2  Smith,  404.  Housego  y.  Covme, 
2  M.  (ft  W..  348. 

246.  The  notice  should  be  sent  to  the  party's  residence  or 
place  of  business ;  unless  otherwise  directed. 

Skelton  y.  BraithwaiU,  B  M.&  W.,  252.  Cross  y.  Smith,  1  M.  & 
S.,  545.  Bancroft  y.  HaU,  Holt,  N.  P.,  476.  Allen  y.  Edmundson, 
2  Ex.,  719.  Housego  y.  Cowne,  2  U,  A  W.,  848.  CromweU  y. 
Hynson,  2  Esp.,  511.    Stedman  y.  Qooeh,  1  Esp.,  4. 

246.  Notice  must  be  given  by  the  holder  or  some  party  to  the 
bill ;  or  their  agent  (a). 

2.  A  stranger  {b)i  or  a  party  discharged  by  laches  (c) :  cannot 

give  notice. 

(a)  Chapman  y.  Keane,  3  A,  A  E.,  193.  Harrison  y.  Ruscoe,  15 
M.  A  W.,  231.  Lysaght  y.  Bryant,  9  C.  B..  46.  W^tfoon  y.  Swabey, 
1  Stark.,  84.  Jennings  y.  12o&«rt<,  4  E.  <fe  B.,  615.  Nevoen  y.  GiU, 
8  C.  A  P.,  867. 

(6)  Stewart  y.  Kennett,  2  Camp.,  177.  £(ut  y.  Smithy  16  L.  J.,  Q. 
B.,  292. 

(c)  Harrison  y.  /2tMC0«,  15  M.  A  W.,  231. 

247.  Notice  may  be  given  by  the  holder  or  any  party  to  all 
the  preceding  parties. 

Fisher  y.  Kieran,  4  Gamp.,  87. 

248.  1.  If  the  parties  live  in  the  same  town  notice  must  be 
sent  so  as  to  be  received  on  the  day  following  dishonour :  unlesa 
the  party  sending  it  is  unable  to  ascertain  the  address  of  the  other 
parties  in  time  (a). 

2.  If  the  parties  live  in  different  towns  notice  must  be  posted 
so  as  to  go  on  the  day  afler  dishonour  (b). 

(a)  Smith  v.  Mullett,  2  Camp.,  208.  Jameson  y.  Swinttm,  t 
Taunt.,  224.  Williams  y.  Smith,  2  B.  A  Aid.,  500.  Fowler  ▼. 
Hendan,  4  Tyrw.,  1002.  Hilton  y.  Fairclough,  2  Camp.,  683. 
DarbUhire  y.  Parker,  6  East.,  8.  Poole  y.  Dicas,  1  Scott,  600. 
Edmonds  y.  Gates,  2  Jar.,  183.  Bateman  y.  Joseph,  2  Camp.,  461. 
Gladwell  y.  Turner,  L.  R.,  5  Ex.,  59. 

(6)  Willianu  y.  Smith,  2  B.  A  Ad.,  496.  GeiU  y.  Jeremy,  K.  A 
Mai.,  61.  Hawket  y.  Salter,  4  Bing.,  715.  Wright  y.  Shawcross,  2 
B.  &  Aid.,  501n.    Miers  y.  BrouTn,  11  M.  A  W.,  872.  ' 
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848.    Notice  may  be  given  on  the  day  of  dishononr. 

Burhridge  y.  Matmert,  3  Camp.,  198.  Ex  parU  MoUns^  19  Vef., 
ai6.    Hint  Y.  AUely,  4  B.  <t  Ad.,  624. 

860.  1.  If  the  holder  gives  notice  to  all  partiefl,  he  must  do 
■0  within  the  time  limited  to  give  notice  to  his  immediate 
indorser. 

'   2.  Each  indorser  is  entitled  to  notice  and  to  a  day  to  transmit 
it  to  his  indorser  (a). 

8.  If  any  indorsee  fails  to  give  notice  to  his  indorser  all  the 
prior  parties  are  discharged :  unless  the  holder  has  preserved  his 
remedy  against  them  by  giving  him  notice  as  above  (h).     ^ 

(a)  Rowe  v.  Tipper,  13  C.  B.,  249.  HilUm  ▼.  Shepherd^  6  Baat, 
14n.  Smith  v.  MulUtt,  2  Camp.,  208.  Marth  y.  JfoxweU,  2  Camp., 
210.  Jameson  t.  Swinton,  2  Taunt.,  224.  Turner  y.  Leach,  4  B.  A 
Aid.,  451. 

(6)  Marth  y.  Maxwell,  2  Camp.,  209.  Hilton  Y.  Shepherd,  6  Easi« 
14n.    Smith  y.  Mullett,  2  Camp.,  208. 

261.  A  banker  who  holds  a  bill  for  collection  is,  for  the 
purpose  of  notice,  a  distinct  holder,  and  has  a  day  to  give  notice 
to  his  customer ;  and  the  customer  has  a  day  to  give  notice  to  the 
other  parties. 

LangdaU  v.  Trimmer,  16  East.,  291.  Bray  v.  Hadwen,  5  M.  <&:  S.. 
68.  Frith  v.  Thrush,  8  B.  &  C,  387.  Scott  v.  Lifford,  9  East.,  347. 
Haynes  v.  Birks,  3  B.  <fe  P.,  699. 

262.  Where  a  bill  passes  through  several  branches  of  the 
same  bank,  each  branch  is  a  separate  bank  for  giving  notice. 

Corlett  V.  Jojiea :  Clode  v.  Bailey,  12  M.  A  W.,  61.  Woodland  ▼. 
Fear,  7  E.  &  B.,  519. 

253.  Notice  to  an  agent  for  this  purpose  is  sufficient;  but  not 
to  a  person's  general  solicitor. 

Cross  V.  Smith,  1  M.  &  S.,  546. 

264.  A  creditor  who  holds  a  bill  as  collateral  security  is 
bound  to  present  and  give  notice. 

Peacock  V.  Pursell,  14  C.  B.,  N.  S.,  728. 

255.  A  person  who  guarantees  a  bill  or  note,  is  not  entitled 
to  notice  of  dishonour  unless  he  incurs  special  damage  by  such 
want  of  notice. 

Warrington  v.  Furbor,  8  East,  242.  Philips  v.  Aitling,  2  Taunt., 
206.  Holbrow  v.  Wilkim,  1  B.  &  C,  10.  Van  Wart  y.  WooUey, 
3  B.  A  C,  439.  Walton  v.  Mascall,  13  M.  <fc  W.,  72.  Hitchcock 
V.  Humfrey,  5  M.  A  G.,  559,     Murray  v.  King,  6  B.  &  Aid.,  166. 

256.  The  death  or  bankruptcy  of  the  drawer  or  acceptor 
does  not  excuse  want  of  notice. 
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Ruisell  Y.  Langstafft  3  I>oiig.,  514.  Esdaile  y  Sowerby,  11  East, 
114.  BouUbee  y.  Stubbt,  18  Yob.,  21.  Houtego  v,  Cowne,  2  M.  & 
W..  848.    Ex  parte  MoUne,  19  Vea.,  216.    Rhode  v.  Proctor,  4  B. 

6  C,  517.  Ex  parU  JohntOTi,  8  D.  <fe  Cb.,  488.  Ex  parte  Chappie, 
3  Deao.,  218.  Nicholson  y.  Oouthit,  2  H.  Bla.,  609.  L({fitte  y. 
Slatter,  6  Bing.,  628. 

267.  1.  If  any  party  to  a  Bill  or  Note,  with  a  knowledge 
that  lacJies  has  beon  committed,  and  that  he  is  legally  free, 
expressly  promises  to  pay  it  entirely  or  partially,  such  promise  is 
binding  (a). 

2.  But  not  if  he  makes  such  promise  without  snch  know- 
ledge (2>). 

(a)  Vaughan  y.  FiOler,  2  Stra.,  1246.  Hopley  y.  Dufrene,  15 
East,  275.     Lundie  y.  Robiruonj  7  East,  281.     Haddock  y.  Bury^ 

7  East,  236.  Hodge  y.  FillU,  8  Camp.,  463.  Anson  y.  Bailey, 
BqU.,  N.  p.,  276.  WilJu  y.  Jacks,  Peake,  202.  Horford  y.  Hilton, 
1  Taunt.,  12.  Gt&bon  y.  Coggan,  2  Camp.,  181.  Potter  y.  Payworth, 
18  East,  417.  Wood  y.  Broirn,  1  Stark.,  217.  Hopes  y.  illda,  6 
East,  16n.  Rogers  y.  Stephens,  2  T.  B.,  718.  Dixon  y.  EllioU,  6 
C.  P.,  437.  Stevens  y.  Lyn«^,  12  East,  88.  Taylor  v.  Jones,  2 
Camp.,  106.  Fletcher  y.  Froggatt,  2  C.  P.,  669.  Gvnson  y.  MeU, 
1  B.  A  C,  198.  Rabey  y.  Otl6«t,  6  H.  A  N.,  586.  T^orri*  t. 
Solomonson,  4  Scott,  257. 

(&)  GoodaZZ  Y.  Dolley,  1  T.  B.,  712.  BUsard  y.  Htr«t,  6  Bxirr., 
2670. 

268.  A  party  who  is  entitled  to  receive  notice  of  dishonour 
and  does  not,  is  discharged  from  all  liability,  either  on  the  note 
or  the  consideration. 

Bridges  y.  Berry,  8  Tannt.,  180.  Soward  t.  Palmer,  8  Taunt, 
277. 

269.  A  drawer  who  has  no  ftmds  in  the  hftnds  of  the  drawee, 
or  has  previously  instructed  him  not  to  pay,  is  not  entitled  to 
notice  of  dishonour. 

Dennis  y.  Morrice,  8  Esp.,  168.  HiU  y.  Heap,  D.  A  B.,  N.  P.  0., 
59.    Brett  y.  Levett,  18  East,  214. 

280.  Notice  of  dishonour  may  be  waived  by  agreement  of 

the  parties. 

Phipson  Y.  KneUer,  4  Camp.,  285.  HiU  r.  Heap,  D.  A  B.,  N.  P. 
C,  67. 

281.  1.  If  the  drawer  of  a  bill  or  the  payee  of  a  note  has  no 
funds  in  the  hands  of  the  drawee  or  maker,  he  is  not  entitled  to 
notice  of  dishonour  (a). 

2.  But  if  he  had  any  reasonable  expectation  that  the  bill  or 
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note  would  be  paid  by  the  drawee  or  maker,  he  ib  entitled  to 
notice  (b). 
8.  An  indorser  is  entitled  to  notice  in  all  cases  (c). 

(a)  Bickerdike  v.  BoUman,  1  T.  B.,  406.  De  Berdet  t.  Atkinson^ 
a  H.  Bla.,  886.  Legge  y.  Thorpe,  12  Eaat,  176.  Staplst  t. 
O'Kines,  1  Esp.,  882.  Comey  v.  Mendez  de»  Aster,  1  Esp.,  301. 
Callot  Y.  Haigh,  8  Camp.,  281.  Claridge  v.  Dalton,  4  M.  <fr  S., 
226.  TTaZtpyn  v.  5t.  Qti^ntin,  1  B.  dk  P.,  652.  Thonuu  t.  FenUm, 
2B,&  C,  68.  FiUgerald  v.  fFtUianw,  6  Bing.,  N.  C,  68.  Terry 
V.  Parik<?r,  6  A.  A  E.,  602.  Kemble  v.  IftM*,  1  M.  A  G.,  757. 
Carew  t.  Duckworth,  L.  B.,  4  Ex.,  313. 

(6)  Orr  y.  JSfa^'nnu,  7  East,  859.  Blaekan  y.  Doren,  2  Camp., 
508.  Hammond  y.  Dufrene,  8  Camp.,  145.  jRo6«on  ▼.  Giftioii,  8 
Camp.,  884.  Thaekray  y.  Blackett,  8  Camp.,  164.  l{uck«r  y. 
HtU«r,  16  East,  48.  Spooner  y.  Gardiner,  1  B.  A  M.,  84.  £x 
|Mirt«  Heath,  8  Y.  A  Bea.,  240.  Lo/Stte  y.  Slatter,  6  ]^ng.,  623. 
Claridge  y.  Dalton,  4  M.  A  S.,  226.  Cory  y.  fi^tt,  8  B.  A  Aid., 
619.    Norton  y.  Pickering,  8  B.  A  C,  610. 

(c)  Nicholson  y.  GoutAst,  2  H.  Bla.,  610.  EsdaiU  y.  iSoiperfry,  U 
East,  114.  Wilkes  y.  Jacks,  Peake,  N.  P.  C,  202.  Smith  y.  Becl^, 
18  East,  187.  Broum  y.  Maffey,  15  East,  216.  Corfier  t.  Flower, 
16  M.  A  W.,  749. 

262.  If  the  drawer  of  bill  makes  it  payable  at  his  own 
honse^  it  is  presumed  to  be  an  accommodation  bill,  and  he  is  not 
not  entitled  to  notice  of  dishonour. 

Sharp  V.  Bailey,  9  B.  &  C,  44. 

263.  Notice  need  not  be  given  to  a  tranferor  of  the  instru- 
ment without  indorsement. 

Unless  the  infitrument  was  taken  for  and  on  account  of  a 
pre-existing  debt,  which  is  not  a  sale  of  the  bill :  if,  therefore, 
the  bill  is  dishonoured,  his  liability  revives,  and  he  is  entitled  to 
notice. 

And  allowance  for  time  for  giving  him  notice  will  be  given  for 
transmitting  notice  to  prior  parties. 

Van  Wart  v.  Wooll^y,  8  B.  &  C,  439.  Swinyard  v.  Bmces,  5 
M.  &  S.,  62. 

264.  When  parties  are  jointly  liable  on  a  bill,  notice  to  one 
is  notice  to  all. 

Porthouse  v.  Parker,  1  Camp.,  83. 

266.  The  owner  must  in  all  cases  give  notice  of  dishonour  in 
reasonable  time. 

But  delay  in  giving  notice  may  be  excsued  if  he  is  ignorant  of 
the  addresses  of  the  preceding  parties  :  or  other  circnmstances. 
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Bat  he  rnnst  nse  all  due  diligence  to  discover  them. 

Whether  he  has  used  due  diligence  or  not  is  in  all  cases  a 
question  for  the  jury. 

Bateman  v.  Joseph^  12  East,  438.  Browning  y.  Kinnear,  Oow, 
81.  Baldwin  ▼.  Richardson,  1  B.  <!k  C,  245.  Siggen  v.  Browne, 
1 M.  d;  Bob.,  520.  Hewitt  v.  Thompson,  1  M.  <ft  Bob.,  643.  Chap- 
eott  y.  Curlewie,  2  M.  dk  Bob.,  484.  Beveridge  y.  Burgit,  3  Camp., 
262.  Frith  t.  Thrush,  8  B.  d;  C,  387.  JHzon  y.  Johnson,  1  Jnr., 
N.  S.,  70.  Allen  y.  Edmundson,  2  Ex.,  719.  Sturges  y.  Derrick^ 
Wight.,  76. 

(y  Acceptance  or  Payment  supra  Protest  or  for  honour. 

266.  Protest  for  non-acceptance  and  non-payment  is  in 
complete  disuse  for  inland  billSy  but  it  is  necessary  for  foreign 
bills ;  but  not  for  foreign  promissory  notes  which  are  not  intended 
for  general  circulation  throughout  the  world. 

When  the  drawee  refuses  acceptance  or  payment,  or  the  holder 
desires  better  security,  any  other  person  may  accept  or  pay  it,  or 
accept  it  for  better  security,  for  the  honour  of  any  of  the  parties 
to  it.  In  such  a  case  a  protest  is  necessary,  as  the  bill  can  only  be 
accepted  after  a  protest  for  non-accceptance  or  for  better  security. 

The  acceptor  then  writes  **  Accepted  supra  protest  in  honour  of 
A.  B." 

The  drawee  may  refuse  to  accept  it  generally  :  but  he  may 
accept  it  supra  protest  for  the  honour  of  any  party  to  it. 

A  bill  which  has  been  accepted  supra  protest  for  the  honour  of 
one  party  may  be  accepted  supra  protest  by  another  person  for  the 
honour  of  another  party  to  it. 

The  holder  is  not  bound  to  take  an  acceptance  for  honour. 

Mitford  Y.  Waleott,  1  Ld.  Bayxn.,  575. 

The  holder  at  maturity  must  present  the  bill  to  the  drawee, 
who  may  in  the  meantime  have  received  funds  to  pay  it. 

If  the  drawee  refuses  payment  the  holder  must  then  haye  the 
bill  protested  for  non-payment,  and  it  should  then  be  presented  to 
the  acceptor  for  honour. 

In  all  cases  a  presentment  for  payment  to  the  drawee  and  a 
protest  for  non-payment  are  necessary  to  charge  the  acceptor  for 
honor. 

VandewaU  y.  Tyrrell,  \  lA.  &  M.,  87.  Hoare  y.  Cazenove,  16 
East.,  891.  Williams  y.  Germaine,  1  B.  &  C,  477.  MiUhM  Y. 
£«rtn^,  10  B.  d  C,  4.     aer«Icpi»(o  ▼.  Tr<#l^,  10  0.  A  B.,  090.    Ex 
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parte  Wylde,  80  L.  J.,  Bkoj.,  10.  Sx  parU  Wtiekerbmth^  5  Vai., 
574.  Ex  parU  Swan,  L.  B.,  6  Eq.,  814.  Mertem  T.  WimdngUm^ 
1  Esp.,  118.     GoodhaU  v.  Polhill,  1  C.  B.,  388. 

267.  The  acc^tor  supra  protest  is  ix>imd  by  the  same  admis- 
sions as  bind  the  party  for  whose  honoor  he  accepts. 

Phillipt  Y.  Ifit  Thum,  L.  B.,  1  C.  P.,  468. 

268.  The  accepter  supra  protest  acqoires  all  the  rights  of  the 
party  from  whom  he  receives  the  bill ;  except  that  he  dischai^ges 
all  the  parties  after  the  one  for  whose  honoor  he  takes  it  up,  and 
he  cannot  indorse  it  over. 

Ex  parU  Waekerhath,  6  Yes.,  574.     Ex  parte  Swan,  L.  B.,  6 
Eq.,  844. 

269.  Payment  for  the  honour  of  any  party  pats  the  person  in 
the  place  of  an  indorsee  from  that  party :  he  may  therefore  eiiber 
send  notice  of  dishonour  to  all  parties  himself  or  he  may  send  it 
to  the  party  for  whom  he  pays,  and  that  party  may  send  notioe  in 
due  course. 

GoodaU  y.  Polhill,  1  C.  B.,  288. 


On  the  Order  of  Liability  of  the  Parties  to  a  Bill  or  Note. 


270.  The  parties  on  a  Bill  are  never,  and  the  parties  on  a 
Note  are  very  frequently  not,  liable  in  an  equal  degree. 

In  a  Bill  the  acceptor,  and  in  a  Note  the  maker,  is  the  principal 
debtor,  liable  always  and  in  any  ease  to  the  holder ;  the  drawee  of 
the  bill  or  the  payee  of  the  note,  and  the  indorsers  in  either  case, 
are  only  sureties,  liable  only  to  pay  on  certain  conditions  :  and  a 
release  of  the  debt  to  the  principal  is  in  all  cases  a  discharge  to 
the  sureties. 

Each  party  in  succession  is  a  principal  debtor  to  the  holder,  and 
the  subsequent  parties  are  his  sureties. 

Thus  the  acceptor  or  maker  is  the  principal  debtor  to  the 
holder ;  and  the  drawer  or  payee,  and  indorsers  are  his  sureties. 

Between  the  holder  and  the  drawer  or  payee  and  subsequent 
indorsers,  the  drawer  or  payee  is  the  principal  debtor  and  the 
indorsers  are  bis  sureties. 

So  the  first  indorser  is  a  principal  debtor  to  the  holder  and  the 
subsequent  indorsers  are  his  sureties :  and  so  on  in  succession. 

Where  the  payee  is  a  different  person  from  the  drawer  he 
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Btands  in  the  position  of  first  indorsee  of  a  bill  payable  to  drawer's 
order. 

Claridge  v.  Daltan,  4  M.  ft  S.,  226. 

271.  A  discharge  to  any  party  is  a  discharge  to  all  subsequent 
parties  because  they  are  merely  his  sureties :  but  a  discharge  to  a 
surety  is  no  discharge  to  a  principal. 

Smith  y.   Knox,  8  Esp.,  46.    Claridge  y.  DaUon,  4  M.  ft  S., 
226.    EngUsh  v.  Barley y  8  Esp.,  49.     HaU  v.  Cole,  4  A.  ft  E.,  577. 

272.  If  the  holder  of  a  bill  has  notice  that  it  is  an  acccnnmo- 
dation  bill  and  given  without  value  to  the  drawer  he  must  consider 
the  drawer  as  his  principal  debtor  and  the  acceptor  as  his  surety. 

Davies   y.    Stainbank,   6  De  G.   M.   ft   G.,   679.      Bailey  y. 
Edwards,  4  B.  ft  S.,  761. 

273.  "  Every  person  who  being  surety  for  the  debt  or  duty 
of  another,  or  being  liable  with  another  for  any  debt  or  duty,  shall 
pay  such  debt  or  perform  such  duty,  shall  be  entitled  to  have 
assigned  to  him,  or  to  a  trustee  for  him,  every  judgment, 
specialty,  or  other  security  which  shall  be  held  by  the  creditor  in 
respect  of  such  debt  or  duty,  whether  such  juc^ment,  specialty, 
or  other  security  shall  or  shall  not  be  deemed  at  law  to  have  been 
satisfied  by  the  payment  of  the  debt  or  the  performance  of  the 
duty  ;  and  such  person  shall  be  entitled  to  stand  in  the  place  of 
the  creditor,  and  to  use  all  the  remedies,  and,  if  need  be,  and  upon 
a  proper  indemnity,  to  use  the  name  of  the  creditor  in  any  action 
or  other  proceeding  at  law  or  in  equity,  in  order  to  obtain  fix)m 
the  principal  debtor,  or  any  co-surety,  co-contractor,  or  co-debtor, 
as  the  case  may  be,  indeminification  for  the  advances  made  and 
loss  sustained  by  the  person  who  shall  have  so  paid  such  debt  or 
performed  such  duty :  and  such  payment  or  performance  so  made 
by  such  surety  shall  not  be  pleadable  in  bar  of  any  such  action  or 
other  proceeding  by  him:  provided  always  that  no  co-surety, 
co-contractor,  or  co-debtor  shall  be  entitled  to  receive  from  any 
other  co-surety,  co-contractor,  or  co-debtor,  by  the  means  aforesaid, 
more  than  the  just  proportion  to  which,  as  between  those  parties 
themselves,  such  last  mentioned  person  shall  be  justly  liable." 

19  ft  20  Viot.  (IS56),  o.  97.,  s.  5. 

274.  In  a  joint  and  several  note  one  party  is  frequently  the 
principal  and  the  others  the  sureties. 

Evidence  may  be  given  that  the  holder  has  possession  of  the 
instrument  with  this  knowledge :  and  therefore  he  must  deal  with 
the  parties  as  principal  and  sureties. 

VOL.  II.  2  N 
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PooUy  y.  Harradine,  IE,  A  B.,  481.     Taylor  T.  Burgent  5.  H  dlr 

N.,  1.    Mutual  Loan  Fund  Assoc,  y.  Sudlow,  28  L.  J.,  G.  P.,  106. 

Rayner  y.  Fussey,  28  L.  J.,  Ex.,  182.    Greenough  ▼.  McCUUand,  30 

L.  J.,  Q.  B.,  16.    Oriental  Financial  Co.  y.  Overend^  Gumey  dt  Co.w 

L.  B.,  7  Ch.  Ap.,  142. 

276.    A  legal  agreement  founded  upon  a  good  consideration 

to  give  the  principal  debtor  time  to  pay,  or  taking  a  new  bill  from 

him  in  lien  of  the  former  one,  without  the  cons^t  of  all  the 

sureties  will  discharge  them. 

Unless  the  agreement  contains  a  stipulation  that  the  bolder 
shall  on  default  have  judgment  at  as  early  a  period  as  if  he  had 
sued  him. 

(a)  Moss  y.  Hall,  5  Ex.,  46.  Gould  y.  Rabson,  8  Bast.,  876. 
PooUy  y.  Harradine,  7  £.  <fe  B.,  481.  Taylor  y.  Burges$,  8  H.  ^k  N., 
1.    Michael  y.  Myers,  ^U.&  G.,  702. 

(6)  Kennard  y.  Knott,  4  M.  &  G.,  474.  Hall  y.  Oole,  4  A.  <ft  E., 
677.  Price  y.  Edmunds,  10  B.  A  C,  678.  Hulme  y.  ColUns,  2 
Sim.,  12. 

276.  But  a  mere  forbearance  to  sue ;  or  a  promise  not  to  sue ; 
or  an  offer  to  give  time  not  acted  upon ;  is  no  discharge  to  the 
sureties  because  it  is  a  nudum  pactum  revocable  at  wilL 

Philpot  V.  Driant,  4  Bing.,  717.  BeU  v.  Banks,  8  Soott,  N.  B, 
497.  Hewet  v.  Goodnck,  2  C.  &  P.,  468.  BadnaU  y.  Samuel,  3 
Price,  521,     Wahvyn  v.  St.  Quentin,  1  B.  &  P.,  652. 

277.  So  if  the  creditor  takes  a  new  bill  or  other  security  as  a 
mere  collateral  secuiity  and  in  addition  to,  and  not  in  lieu  or 
substitution  of  the  old  one,  the  sureties  are  not  discharged. 

Pring  v.  Clarkmn,  1  B.  <fe  C,  14.  Twopenny  v.  Young,  3  B.  A  C, 
208.  Bedford  v.  Deakin,  2  B.  &  Aid.,  210.  Bell  v.  Banks,  3  M.  & 
G.,  258. 

278.  If  the  acceptor  or  any  party  is  discharged  by  operation 
of  law,  as  by  the  bankrupt  Act,  it  does  not  discharge  the  sureties. 

Browne  v.  Carr,  7  Bing.,  508.  Langdale  v.  Parry,  2  D.  <fe  B.,  337. 
Nadin  v.  Battity  6  East,  147. 

279.  So  if  the  creditor  expressly  agrees  with  the  principal 
debtor  that  the  sureties  shall  not  be  discharged,  they  are  not. 

See  §  212. 

280.  If  the  creditor  agrees  with  the  principal  debtor  to  gire 
time  to  the  surety,  the  surety  is  discharged. 

Oriental  Financial  Co.  v.  Overend,  Gumey  d'  Co,,  H  R    7  Ch 
Ap.,  142.  *'  " 
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On  Foreign  Bills,  and  Bills  drawn  m  Sets,  Parts,  or  Copies. 

281.  An  inland  bill  at  common  law  is  one  both  drawn  and 
payable  in  one  of  the  realms  of  the  United  Kingdom  (a)  :  though 
it  may  be  accepted  abroad  (b). 

(a)  9  <&  10  WilL  3  (1699),  o.  17.    Mahoney  v.  Ashlin,  2  B.  <S; 
Ad.,  478. 

(b)  Amner  v.  Clark,  2  C.  M.  &  R.,  468. 

282.  A  foreign  bill  is  one  which  is  drawn  or  payable  abroad ; 
or  one  drawn  in  one  part  of  the  United  Kingdom  and  payable 
in  another. 

283.  By  Statute  19  &  20  Vict.  (1856),  c.  97,  s.  17,  all  bills 
which  are  both  drawn  and  made  payable  in  any  part  of  the 
United  Kingdom  of  Oreat  Britian  and  Ireland,  the  islands  of 
Man,  Guernsey,  Jersey,  Alderney,  Sark,  and  the  islands  adjacent 
to  them  belonging  to  the  British  Crown  are  declared  to  be  inland 
bills;  except  so  far  as  relates  to  the  stamp  duties  payable  in  respect 
of  them. 

Bills,  Notes,  and  Cheques  drawn  or  made  in  one  part  of  the 
United  Kingdom  are  therefore  subject  to  the  duties  payable  on 
foreign  bills. 

Griffin  v.  Weathersby,  L.  B.,  8  Q.  B.,  753.    Heywood  t.  Pickering, 
L.  B.,  9  Q.  B.,  428.     Qodfray  y.  Coulman,  13  Moo.  P.  C,  11. 

284.  Foreign  Bills  are  often  drawn  in  parts  or  copies,  all  the 
parts  together  making  a  set,  and  the  whole  set  constituting  one 
bill. 

Each  part  is  numbered  and  refers  to  the  other  parts,  and 
contains  a  condition  that  it  shall  be  paid  as  long  as  the  others 
are  unpaid. 

The  parts  should  properly  circulate  together,  but  one  part  may 
be  sent  to  the  drawee  for  acceptance,  and  another  may  be  given 
to  the  indorsee. 

285.  Every  transferor  ought  to  deliver  over  to  his  transferee 
all  the  parts  in  his  possession:  but  if  a  subsequent  transferee 
takes  one  part  &om  his  transferor  without  demanding  the 
remaining  parts,  he  cannot  sue  an  indorser  prior  to  his  own  who 
has  not  got  them. 

Pinard  v.  Klockman,  8  B.  A  S.,  888. 

286.  The  person  who  first  acquires  a  title  to  one  part  of  the 
bill  is  entitled  to  the  other  parts ;  and  the  payment  of  one  part 
cancels  and  extinguishes  the  others. 

2  N  2 
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Bat  if  the  drawee  accepts  two  parts  of  the  same  bill  and  they 
get  into  separate  hands,  he  is  liahle  upon  both  parts. 

Houldsworth  v.  Hunter,  10  B.  A  C,  449.    Perreira  ▼.  Jcpp^  10  B- 
&  C,  460n. 

287.  If  the  drawee  pays  one  part  of  the  bill  with  a  forged 
indorsement^  he  is  still  liable  to  pay  the  real  holder  of  another 
part. 

Cheap  V.  HarUy,  8  T.  B.,  127. 

288.  If  a  foreign  bill  is  revised  acceptance  or  payment  it  is 
necessary  in  order  to  charge  the  drawer  to  have  it  protested  (a). 

But  a  protest  is  not  necessary  on  a  foreign  promissory  not^^). 

(a)  Borough  v. Perkins,  2  Ld.  Raym.,  998.     Rogers  ▼.  Stephens,  8  T. 

B.,  713.    Gale  v.  WaUh,  6  T.  B.,  239.    Orr  v.  Maginnu,  7  Eaakt 

359.     VandewaU  v.  Tyrrell,  M.  &  Mai.,  87.    Geralopuio  t.  WtOer, 

10  C.  B..  690. 

(b)  Bonar  y  MitcheU,  5  Ex.,  415. 

On  the  Farmery  of  BUls  and  Notes. 

289.  Forgery  is  defined  to  be  the  making,  altering,  or  mis- 
applying any  writing  with  intent  to  defraud. 

Forging  bills  or  notes  or  any  part  of  tbem,  as  well  as  uttering 
them,  knowing  them  to  be  forged,  are  each  felonies,  pnnishable  by 
penal  servitude  for  life,  or  for  any  term  not  less  than  five  (1)  years 
— or  by  imprisonment  for  any  term  not  exceeding  two  years  with 
or  without  hard  labour,  and  with  or  without  solitary  confinement 

24  &  25  Vict.  (1861),  c.  98,  s.  22. 
(1)  27  &  28  Vict.  (1864),  c.  47,  s.  2. 

290.  If  several  persons  make  different  parts  of  the  instru- 
ment, they  are  each  chargeable  with  forging  the  entire  instru- 
ment, though  they  may  be  ignorant  of  each  other's  proceedings. 

Rex  V.  Bingley,  R.  &  R.,  C.  C,  446.    Rex  v.  Kirkwood,  1  Mood., 
C.  C.  304.    Rex  v.  Dade,  1  Mood.,  C.  C,  307. 

291.  The  offence  of  forgery  is  complete  without  any  publica- 
tion or  uttering. 

EUioWs  cate,  1  Leach,  C.  C,  176.       Crockefs  ease,  R.  &  R., 
C.  C,  97. 

292.  Altering  the  date  of  a  Bill  of  Exchange  after  accept- 
ance {a)  :  altering  the  place  where  a  note  is  made  payable  {h) : 
or  altering  the  sum  for  which  a  bill  or  note  is  made  payable  (c), 
are  forgeries. 

(a)  Master  v.  MilUry  4  T.  R.,  320.      Rex  v.  Atkinson,  7  C.  A  P., 
669. 

(6)  Rex  V.  Treble,  2  Taunt.,  328. 

{c)  Rex  V.  Poift,  R.  &  R.,  C.  A  C,  101. 
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'  29£f .  If  a  person  is  authorised  to  fill  up  a  bill  or  note  with 
one  snm  it  is  forgery  to  fill  it  up  with  a  larger  sam,  or  even  a  less 
Bom^  and  apply  the  instrument  to  purposes  different  from  his 
instructions. 

Eex  y.  Hart,  Mood.,  C.  C,  486.  The  Queen  y.  Bateman,  1  Ck>x, 
C.  C,  186.    The  Queen  y.  WUeon,  I  Den.,  G.  G.,  284. 

S94.  To  write  one's  own  name  with  the  intention  that  it 
should  pass  as  the  signature  of  another  person  of  the  same  name 
Ia  forgery. 

Mead  y.  Young,  4  T.  B.,  28.  Bex  y.  Parkes,  2  Leaoh,  0.  G.,  775. 
296.  A  person  having  obtained  genuine  signatures  wrote 
above  one  a  promissory  note  ;  and  on  the  other  side  of  the  other 
a  promissory  note  payable  to  that  person,  and  so  changed  the 
signature  into  an  indorsement ;  was  convicted  of  forging  the 
note  and  the  indorsement. 

Bex  y.  Hales,  17  State  Tr.,  161,  209,  229. 

296.  Using  the  genuine  signature  of  one  person  in  any  way 
so  as  to  make  it  appear  that  it  is  the  signature  of  another  person 
of  the  same  name  is  forgery. 

Beg.  y.  BUnkineop,  1  Den.,  C.  0.,  276.  Beg.  y.  MitcheU,  I  Den.. 
C.  C.,  282.  Beg.  y.  Bogers,  8  C.  &  P..  649.  Beg.  y.  Parke,  1  Cox, 
G.  G.,  4. 

297.  Discounting  bills  or  drawing  drafts  with  fictitious 
names  on  them  is  forgery. 

Dunnes  ease,  1  Leach,  57.  BoUand^s  case,  1  Leach,  83.  LocketVs 
case,  1  Leach,  94.  TafVs  case,  1  Leach,  172.  Shephard's  case,  \ 
Leach,  226.    Beg.  y.  Wardell,  BF.A  F.,  82. 

298.  Signing  a  bill  or  note  by  procuration  for  another  person 
fraudulently,  and  without  lawful  authority  ;  and  uttering  such  a 
bill  knowing  that  it  is  so  signed  by  procuration  without  lawful 
authority,  is  felony,  punishable  with  penal  servitude  for  not  more 
than  fourteen  and  not  less  than  five  years :  or  imprisonment  for 
not  more  than  two  years  and  with  or  without  hard  labour  aud 
solitary  confinement. 

24  A  25  Vict.  (1861),  c.  98.  s.  24. 

299.  If  the  holder  of  a  bill  or  note  has  come  into  possession 
of  it  by  the  means  of  any  forged  signature,  he  cannot  recover  on 
it,  or  retain  it  against  the  true  owner. 

A  debtor  who  pays  a  holder  who  derives  his  title  throiigh 
forgery  is  not  discharged. 
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In  Roharts  y.  Tmker  (16  Q.  B.,  blb\  Haule,  J.,  said  that  in 
his  opinion  if  a  banker  is  called  npon  to  pay  an  acceptanoe  of  his 
cnstomer's,  bearing  several  indorsements^  he  is  entitled  to 
reasonable  time  to  inquire  into  their  genuiness  and  the  title  of 
the  presenter. 

A  banker  who  issues  cheques  to  his  customer  payable  to  order 
is  not  bound  to  inquire  into  the  genuineness  of  the  payee's 
indorsement. 

But  any  person  who  obtains  the  money  from  the  banker  by 
means  of  a  forged  indorsement  is  liaUe  to  the  true  owner  of 
the  cheque. 

S  225. 

S  88  —To  the  oases  mentioned  in  this  paragraph  add  Bohhett  ▼. 
PiMketty  Ex.  Div.,  May  6,  1876. 

800.  A  person  who  discounts  a  forged  bill  or  note  may 
recover  the  money  back. 

Jones  V.  RydCy  5  Taunt.,  488.  Bruce  v.  Bruce,  5  Taont.,  495. 
Gumey  y.  Womertly,  iE,&  B.,  133.  Wilkifuon  v.  Johtudn,  3  B. 
A  C,  428. 

301.  Where  bankers  paid  forged  acceptances  of  their  cus- 
tomers, and  did  not  discover  the  mistake  the  same  day,  they  were 
held  not  entitled  to  demand  it  back. 

In  Cocks  V.  Masternian,  the  Court  expressly  refrained  from 
giving  an  opinion  as  to  whether  they  might  have  done  so  if  the 
demand  had  been  made  the  same  day. 

Smith  V.  Mercer,  6  Taunt.,  76.  Cocks  v.  Masterman,  9.  B.  & 
C,  902.    Mather  v.  Lord  Maidstone,  18  C.  B.,  273. 

These  seem  to  be  the  chief  points  relating  to  bills  and  notes, 
which  occur  in  daily  practice,  and  are  most  necessary  to  be  known. 
Other  proceedings  upon  such  instruments  will  be  in  charge  of 
the  banker's  solicitor,  for  which  we  must  refer  to  the  larger 
treatises  on  the  subject. 


NOTE. 

A  Bill  is  now  passing  through  Parliament  to  amend  the  Law 
relating  to  Crossed  Cheques ;  we  have,  therefore,  omitted  all 
notice  of  crossed  cheques.  As  soon  as  the  Bill  has  become 
law,  an  account  of  it  will  be  furnished  to  purchasers  of 
this  work. 
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drawee  holding  funds  of  the  acceptor  now  liable  without  accept- 
ance      ii.,  519 
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what  admissions  acceptor  supra  protest  bound  by     .        .        .  sL,  544 
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Roman  law  regarding L,  215 
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immense  losses  caused  by L,  806 
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ADDINGTON 
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^SCHINES  SOCRATES 

dialogue  about  Wealth,  attributed  to i.,     8 

says  that  sciences  (t.  e.,  labour)  are  wealth        .        .        .        .  i.,      4 

ALISON,  SIR  ARCHIBALD 

his  contradictory  doctrines  on  paper  currency   .        .        .        .  iL,  253 

fallacy  of  Lis  doctrines  on  paper  currency          .        .        .        •  ii.,  274 
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what  it  is ii.,  527 
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may  be  altered  by  consent  before  issue ii.,  522 

but  not  after,  in  a  material  point ii.,  522 

except  to  correct  a  mistake ii.,  522 

not  material,  may  be  made ii.,  522 
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by  whom  does  not  extinguish  the  debt ii.,  522 

by  indorsee  extinguishes  the  debt ii.,  522 
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when  giver  of  renewed  bill  for  altered  bill  not  liable  .        .        .  ii.,  523 

when  maker  of  note  discharged  by  alteration    .        .        .        .  ii.,  523 
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APPROPRIATION  OF  PAYMENTS 
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if  debtor  does  not,  creditor  may IL,  444 

at  any  time  before  trial li.,  444 
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cannot  be  made  to  an  illegal  debt ii,  445 
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certain  and  uncertain  debts ii,  445 
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executor  cannot  alter  previous ii.,  445 

ARISTOPHANES 

first  notices  the  fact  that  bad  money  drives  out  good  money 

from  circulation L,  120 

ARISTOTLE 

his  definition  of  Wealth,  now  generally  adopted       .        .        .  i.,     1 

his  definition  of  value i.,    15 

sees  the  true  nature  of  money i.,    21 

ARNOLD 

his  chronicle,  giving  common  forms  of  Bills  and  Notes  in  the 

time  of  Edward  lY i.,  198 

ASSIGNABLE 

distinction  between,  and  negotiable  instruments                       .  ii.,  421 

ATTORNMENT 

gradually  abolished  in  unilateral  contracts                .                •  i>i  186 

law  of  creditor  and  debtor  in  England,  last  relic  of  .        •        •  L,  190 

finally  abolished i.,  191 

AUSTIN 

on  right  to  a  thing  and  right  against  a  person  .        .        .        .  L,  185 

observes  that  sehtdd  in  German  means  both  a  right  and  a  duty  i,  188 

AYR  BANK 

extract  from  Smith  relating  to ii.,  204 

AZO 

On  the  saleability  of  debts i.,  179 

B 

BAILMENT 

distinction  between  a,  and  a  debt i,  148 

paper  documents  arising  from L,  144 

BANK,  and  BANKING 

includes  two  of  the  six  species  of  exchange                       .       .  i.,   10 

the  Romans  invented L,  256 

oaigin  and  meaning  of  the  word i.,  256 
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origin  of  Bank  of  Yenioe i.,  260 
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all  banking  consists  in  the  creating  of  credit    .        .        .        .  L,  280 
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examples  of  erroneous  notions  on L,  282 
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Charles  I.  seizes  the  merehanVs  money  in  the  Mint .        .        .  L,  866 

hew  goldsmiths  came  to  be  ealled  ^'bankers*'  .                        •  !•«  867 

on  the  nature  of iL,  •ill 

BANK  ACTS 

of  1694  contained  no  monopoly L,  879 

of  1697  gave  a  monopoly •  t«  406 

of  1709,  forbidding  private  banks  of  more  than  six  partners  to 

issue  notes  payable  on  demand  • L,  415 

of  1713 L,  417 
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definition  of i.,  267,  275 

mistaken  notions  of  business  of  a i.,  264 
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money  paid  to,  is  a  mutuum,  not  a  depositum    .        .        .        .  i.,  144 
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great  decrease  of  country  notes  after  1793         .        .        .        .  i.,  452 

run  upon  in  1797 L,  455 

four  relations  between,  and  customer iL,  411 

as  purchaser  of  specie  and  debts iL,  411 

as  agent,  trustee,  or  bailee  of  banking  securities        .        .        .  ii.,  414 
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as  agent  or  correspondent  of  other  banker        .        .        .        .  iL,  446 
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definition  of ii.,  488 

which,  may  issue  notes      . ii.,  488 

law  relating  to  their  issnes ii.,  490 

right  of  issue  belongs  to  snrviTing  partner       .        .                .  IL,  492 

relation  between,  and  onstomer ii,  495 

contract  between,  and  onstomer ii.,  603 

custom  of ii.,  5QB 
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notice ii.,  504 

when  liable  for  paying  forged  eheqnes ii.,  505 

when  not ii.,  505 

paying  cheques  under  suspieiouB  droumstances                        .  ii.,  505 
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dishonouring  customer's  cheque ii.,  506 
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on  his  own  circular  notes ii,  511 
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Bank  note  defined  by  Statute ii.,  488 

what  banks  m^  issue ii.,  48^ 

law  relating  to  Bank  of  England  Notes ii,  489> 

law  relating  to  issue  of  other  notes ii.,  490" 

stamps  on ii,  514 

when  good  tender  of  payment ii.,  492 
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.    when  may  reclaim  payment  from  transferor             .               .  ii.,  492 
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Committees  on  commercial  distress  in  1848      .... 

issues  of,  increased  in  terms  of  Act  of  1844       .        .        .        .  ii.,  179 
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second  suspension  of  Bank  Act  in  1857 ii,  184 
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account  of  origin  of  crisis  of  1797 L,  444 
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mistaken  notions  respecting L,  285 
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alteration  of,  see  Alteration  of  Bills  and  Notes, 
transfer  of,  see  Transfer  of  Bills  and  Notes, 
extinguishment  of,  see  Extinguishment  of  BiUs  and  Notes, 

BELLS  OF  LADING 
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when  consignor  may  stop  goods  in  transitu      .        .        .        .  ii.,  428 
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condemns  conduct  of  Bank  in  1797 L,  460 

OoMMiTTES — appointed ii.,    25 

statement  of  opposite  issues  maintained        .        .        .        .  iL,    28 
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purchaser  of,  takes  it  subject  to  equities ii.,  499 
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meaning  of i.,  118 
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first  noticed  by  Aristophanes i.,  130 
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if  market  price  rises  above  mint  price  proof  and  measure  of 

depreciation  of L,  117 
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present  mint  price  of  gold L,  136 
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account  of  state  of,  in  1696 i.,  885 
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COLLATERAL  SECURITY 
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see  Goods  taken  as  security 
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distinction  between,  and  mutuum i.,  142 
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meaning  of,  in  Roman  law i.,  220 
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when  not ii.,  518 

cross  acceptances  for  mutual  accommodation  .  .  .  .  ii.,  518 
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CRISIS,  GOMMEBCIAL,  see  Panic 
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whence  name  arose i.,    18 

synotiyinoas  with  transferable  debt i.,    18 

possible  Withont  money L,    18 

oil  bills  in  the  Ionian  Islands i.,    19 
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complex  meaning  of i.,    82 
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principle,  meaning  of  term i.,  267 
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on  the  definition  of .        .  ii.,  279 
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true  legal  meaning  of  term ii.,  284 
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means  negotiability ii.,  290 
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different  opinions  on,  J.  B.  Smith ii.,  806 

Cobden ii.,  810 

Norman,  W.  G.  W.,  on ii.,  810 

Overstone,  Lord,  on ii.,  812 
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Torrens  on 
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if  creditor's  right  is  positiYe,  the  debtor's  duty  is  negative  L,  166 

«  duty  is  a  negative  right i.,  166 

Credit  and  Debt  are  analogous  to  polar  forces  .                       •  i>«  166 
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a  draft  a  chote-in-posseaHon iL,  477 

of  parties  to  an  instrument  of  credit ii.,  478 

"  drawer  and  drawee,"  "  acceptor,"  ** maker**  of  a  note,  **  payee,*' 

"principal debtor,*' "indorser,"  "indorsee**     .        .        .  ii.,  478 
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release  of  debt  to  a  joint  debtor iL,  581 

release  after  bill  due iL,  58S 

before u^582 
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table  shewing  rates  of  London  in  1695-6 i.,  409 

restoration  of,  by  the  recoinage  in  1696 L,  410 
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of  bills  and  notes ii.,  581 

see  Waiver 

see  Reletue  • 

see  Payment,  Discharge,  and  Satisfaction 

F 

FACTOBS*  ACTS 
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discounting  bills  with,  forgery ii'*  549 
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common  law  regarding  sale  in  market  overt  does  not  appij  to 

P^^^ns ii,418 


INDBX.  573 

GOODS 

pawn  of,  Bhonld  be  completed  by  bill  of  sale    .        .        .        .  li.,  419 

banker  shonld  take  possession  of  premises        .        .        .        .  ii.,  419 

should  not  take  bill  of  sale  of  all  customer's  property     .        .  iL,  419 

document  of  deposit  of,  need  not  be  stamped    .        .        .        .  ii.,  419 

OOSCHEN,  G.  J.,  Right  Hon. 

shews  the  efficacy  of  rate  of  disoount  in  controlling  the  ex- 
changes        ii.,  846 

his  bill  to  expel  Scotch  banks  from  England             .        .        .  ii.,  897 

GBESHAM,  SIB  THOMAS 

his  law  of  the  currency i.,  120 

examples  of  its  attion L,  414 

GUARANTIES 

giTen  to  bankers  to  seenie  advances  to  oostomers                     .  ii.,  441 

statute  relating  to ii,  441 

how,  vitiated ii.,  441 

not  invalid  without  eondderation  stated ii.,  442 

banker  advancing  in  excess  of   .        .        .        .        ,        .        . .  ii.,  442 

guarantor's  liability  on  customer's  bankruptcy  .                       .  ii.,  442 

not  determined  by  death  of  guarantor ii.,  442 

oountermandable ii,  442 

how  avoided ii.,  442 

construed  strictly  against  grantor ii,  443 

by  what  omissions  or  misstatements  avoided    .        .                .  ii.,  448 

bow  surety  discharged ii,  443 

what  security  does  not  disdiarge  surety ii.,  448 

debtor  discharged  by  operation  of  law ii»  443 

reserving  rights  against  sureties ii,  444 

when  a  specialty  operates  as  a  merger li,  444 

giving  time  to  surety  with  consent  of  debtor    .        .        •        •  ii.,  444 

GUINEAS 

first  coined  by  Charles  n.  in  1668 i,  869 

meant  to  represent  the  pound i,  869 

high  price  of,  in  1696 i,  401 

measures  of  Parliament  to  lower  price  of.        .        .        .        .  i,  401 

fixed  at  21  shillings  in  1717 i.,483 

H 

HALDDiAND 

evidence  before  Lord's  committee  of  1819                         .       .  ii.,    65 

before  Commons'  Committee ii,    67 

HALF-NOTES 

property  in ii»  486 

loss  of ii.,  486 

sending  and  presenting  for  payment ii,  496 


574  ^^^B  INDEX.  ^^_ 

RAMILTOH 

ahoWB  that  banking  iucreflsaa  capital         ,        ,        ,        ,        ,  h,  2B0 

HABMAN 

tm  action  of  the  Bank  in  1S25  .        .        .        .        .        ,        »  li«  115 

HOLDEB 

meaning  of        .        * ii.,  479 

HOUDAYS 

ae  affecting  presentment  and  payment  of  biUa  .        .        .        «  iL,  484 

aeoomit  of  action  of  Bank  of  England  in  pani^  of  1836    .        .  it«  IM 

HOUiAND 

evidoDoe  before  Commons'  Committee  of  ISIO  .        .        .        ,  li,,    71 

HOLT,  LOfiD 

his  contest  with  the  Citj  mcireliants  on  promisaoiy  notes        .  i,,  SO) 

series  of  cases  holding  promissory  noles  illegal        .        ,        <  i,  20lS 

StatiUe  of  Anne  on  promisHory  notes        .        .        .        ,        ,  L,  flf^ 

Lord  Mansfield  declares  theee  eases  erroneons                  ,        .  i**  Ml 

formalij  orcTmlcd  by  the  caie  of  GoodtEin  y.  Roharis      *        .  !.,  $47 

HONOTTB 

acceptance  or  payment  for,        , it,  64a 

HORNEK,  FRAKC13 

coo  of  the  joint  authors  of  the  Bullion  Report          .        ,        <  iL,   47 

bis  reaolations  .,,.*...,*  iL,    47 

rejected  by  the  House  of  Cominons  .       .       ...        .  iL,   58 

HOUB 

when  instruments  should  be  presented  to  bankers    .        .        .  iL,  485 

to  other  persons ii.,  483 

HUME 

makes  demand  sole  cause  of  value i.,   98 

HUSKISSON 

says  that  labour  is  capital i.,   47 

on  evidence  of  witnesses  before  Bullion  Committee          .        .  li.,    33 

one  of  the  joint  authors  of  Bullion  Report        .        .        .        .  ii.,    47 

speech  on  panic  of  1825 ii.,  120 

I 

INDEMNITY 

giving,  to  payer  of  lost  bill ii.,  486 

INDORSE 

meaning  and  effect  of i.,  227 

INDORSEMENT 

signatture  and  delivery  constitute iL,  626 

in  blank,  and  special ,  ii.,  526 

bill  indorsed  in  blank,  afterwards  indorsed  in  full     .        .        .  ii.',  527 

may  be  any  number  of ii.,  527 
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MIS-SPELLING 

does  not  avoid  indorsement ii.,  527 

MISTAKE 

bill  may  be  altered  to  correct  a ii  522 

cancelling  cheque  by ii,  504 
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whea  u<itice  to  agent  sufficient ii.,  543 

creditor  holding  bill  as  collateral  security          .        .        .        .  iL,  540 

when  guarantor  of  bill  entitled  to iL,  540 

when  want  of,  not  exouE&d        .        .        .,      .        •        .        .  ii.,  540 

party  promising  to  pay  with  knowledge  of  lachea      .        .       .  ii.,  541 

without ii.,  541 

when  party  diBcharged  by  want  of ii.,  541 

when  drawer  not  entitled  to      .        ,        .        ,        ,        ,        •  il.,  541 

iBdoTSi^r  always  entitled  to iL,  542 

bill  p^abie  at  drawer's  house ii.,  543 

transferor  by  mere  delivery ii.,  543 


INDEX.  581 

VOL.  PAQI 

NOTICE  OF  DISHONOUB 

when  entitled  to ii.,  542 
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stoppage  of  the  Bank L,  459 
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suspension  of  the  Bank  Act ii.,  I57 
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alteration  by ii.,  523 

two,  not  partners iL,  527 

special  indorsement ii.,  527 
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PAYMENT 

meaning  of iL,  533 

how  a  payment  in  money  extinguishes  a  debt    .        .        .        .  L,  219 
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when  bill  or  note  finally  discharged iL,  534 
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taking  seotirity  of  a  higher  nature ii.,  536 
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what  it  is U.,  543 

what  holder  of  bill  should  do IL,  543 
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PLAUTUS 
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by  trustee ii.,  285,  484 

of  short  bills  by  bankers ii.^  417 

of  goods ii.,  418 

bills  of  lading  and  dock  warrants n.^  422 

of  title  deeds  by  cestui  que  tnut ii.^  4H8 

PLUTABCH 

his  tirade  against  discount i,^  255 

POLE,  Deputy-Governor  of  the  Bank 

evidence  before  committees  of  1819 ii.     65 
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BOTHufiB 

oiithediBtinetioiibetweenilitlMfeeiidilitwifm.    *«     .^.|.,ltf 

anieleefle.       .••..«•««       «.  l^tlS 

POUND 

whatiBftf        .       .       .       .       .       .       •       «       ^       .1.194 

present  pound  in  gold       ..       ..       .«       «       ^L,U6 

FRBSENTATION  for  ACCEPTANCE 

what  holder  of  nnaooepted  bill  should  do ii,  518 

drawee  refusing  aoceptanoe ii^SlS 

consequences  of  neglecting  to  present iL,  518 

circulating  bill  without  acceptance ii.,  518 

what  reasonable  time iL,  518 

to  whom  to  be  made  ...        ......  ii^  518 

drawee  has  time  to  consider ii.,  519 

drawee  changed  his  residence iL,  519 

PRESENTMENT  for  PAYMENT 

general  principles  regarding ii.,  485 

instruments  payable  by  a  banker iL,  485 

by  other  persons iL,  485 

days  of  grace     .        .        .        .        .        .        .        .        .        .  iL,  483 

Sunday,  Christmas  day,  Good  Friday,   public  fasts,  thanks- 
givings, and  bank  holidays         .        .        •        .        .        •  ii.,  484 

consequences  of  not  duly  presenting ii.,  539 

to  whom  to  be  made ,        .        .  ii.,  529 

even  if  drawer  or  acceptor  bankrupt ii.,  529 

or  dead iL,  529 

not  necessary  to  charge  guarantor ii.,  529 

meaning  of  month  in  bills  and  notes         .        .        .        .        .  ii.,  529 

days  payable  after  sight  or  date ii.,  529 

instruments  payable  on  demand,  sight,  or  presentation    .        .  iL,  590 

how  reasonable  time  determined ii.,  530 
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UBanoe    ...           ii.,  580 

bills  domidled  at  a  place ii.,  530 

pronuBsory  notes  domidled  at  a  place ii.,  530 

promissory  notes  payable  on  demand ii.,  531 

FBICE 

meaning  of L,   43 

may  be  a  general  rise  of,  but  not  of  value                       .       .  i.,    70 

PRINCIPAL  AND  AGENT 

who  may  be  an  agent ii.,  528 

how  appointed ii.,  523 

extent  of  general  authority ii.,  523 

principal  ratifying  acts  of ii.,  523 

special  authority ii.,  526 

when  principal  bound ii.,  524 

duration  of  agent's  authority ii.,  524 

how  notice  of  its  termination  should  be  given  .                        ;  ii.,  524 

how  an  agent  may  avoid  personal  liability                         ,        .  ii.,  524 

what  evidence  cannot  be  received ii.,  524 

how  an  agent  must  free  himself  from  liability  .                .        .  ii.,  524 

when  personally  liable ii.,  524 

members  of  trading  partnership ii.,  524 

members  of  non-trading  partnerships ii.,  525 

PRINCIPAL  and  SURETY 

the  principal  debtor  on  bills  and  notes ii.,  544 

who  are  sureties ii.,  544 

effect  of  discharge  to  one  party ii.,  545 

accommodation  bills ii.,  545 

statute  respecting  co-sureties ii.,  545 

joint  and  several  notes ii.,  545 

giving  time  to  principal ii.,  546 

forbearance  to  sue  or  promise  not  to  sue         .        .        .        .  ii.,  546 

taking  new  bill  or  other  security ii.,  546 

party  discharged  by  operation  of  law ii.,  546 

creditor  agreeing  with  principal  not  to  discharge  sureties .        .  ii.,  546 

creditor  agreeing  with  principal  to  give  time  to  surety      .        .  ii.,  546 

PRIVATE  BANES 

issuing  notes  restricted  to  six  partners      .        .        .        .      i.,  416,  429 

increased  to  ten  partners ii.,  sgg 

PROCURATION 

see  Principal  and  Agent,  and  Signature 

PRODUCTION 

meaning  of i.^    55 

transport  one  species  of i.     57 

PROMISSORY  NOTES 

held  legal  by  Courts  of  Law i.^  202 

payable  to  bearer  in  common  use,  temp,  Edward  IV.                •  i.,  199 
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see  also  Banls  NqU  .^    ^  . 
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pajaUe  <»i  demand  •       •       «       •       •  .    •       •       •       •  ii,681 

pioleet  not  neeenaiy  on  loKi^             •              •       •    ^,.  mM 

UaUiiijaCpartifleto.       . «  it,644 

Joint  and  semal       .       •       •       •       •       •       •       •.     «  fi^MS 

KBOraBTY 

troe'meaningofyiBaBi^tandnetatbing            •       •       •  L,  10 

proprietas,  origin  of  word .        .        •        .        •        .        .        .  L,   11 

understood  by  early  English  writers ,  L,   11 

of  two  classes  the  subject  of  transfer L    IS 

Property  in  some  material  substance  called  corporeal  property  L,    13 
property,  or  rights    separated  from  any  material  substance 

called  incorporeal  property L,    13 

each  species  of  property  called  pecuniae  re$,  bona^  merx    .        .  L,   14 

held  in  dominion,  and  held  in  contract i.,  172 

PBOTEST 

not  necessary  for^inland  bills ii.,  643 

necessary  for  foreign  bills ii.,  543 

bnt  not  for  foreign  notes ii.,  543 

necessary  before  acceptance  for  honour ii.,  543 

for  non-payment  necessary  before  charging  acceptor  for  honour  ii.,  543 

BATE  ^ 

of  interest  and  discount L,   44 

as  affecting  the  exchanges L,  848 

the  most  powerful  method  of  correcting  an  adverse  exchange  .  i.,  858 

is  the  true  method  of  acting  upon  the  paper  currency       .        .  iL,  270 

effects  of  its  action .        .  ii.,  277 

effect  of,  when  different  in  two  markets ii.,  844 

the  true  supreme  power  of  controlling  credit    .                .        .  ii.,  864 

BE-ISSUABLE 

bankers'  notes  without  fresh  stamp it,  514 
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BB-ISSUABLE 

instruments  paid  before  maturity ii.,  488,  584 

BELEASE,  or  ACCEPTILATION 

eztinotion  of  a  debt  by L,  216 

is  a  donation i.,  215 

may  take  effect  in  two  ways L,  217 

onder  seal iL,  581 

by  one  of  sereral  joint  creditors it,  581 

If  given  in  frand  of  others ii.,  581 

to  one  of  several  joint  debtors ii.,  581 

covenant  not  to  sue  one  joint  debtor iL,  581 

deeds  covenanting  not  to  sue  one  joint  debtor  .        .       •        .  ii.,  582 

covenant  not  to  sue  for  a  limited  time ii,  582 

after  instroment  doe ii.,  582 

before  dne ii.,  582 

given  to  drawee  before  acceptance  void iL,  588 

holding  securities  after ii.,  588 

RENEWAL 

what i.,  219 

effect  of ii.,  582,  546 

REFUTED  OWNERSHIP 

i^splies  to  choBea-in'Oetiant  and  securities ii.,  485 

policies  of  assurance ii.«  419 

goods  and  premises ii.,  419 

RBTEBE 

meaning  of ii.,  479 

RICARDO 

self-contradictory  on  value , .        •  i**  101 

principle  of  paper  currency ii.,  858 

RIGHTS 

included  under  the  term  wealth  in  Roman  law                 .        .  L,     7 

and  under  goods  and  chattels  and  effects  in  an  Act  of  Parliament  i.,     8 

ROMANS 

brought  the  theory  of  credit  to  perfection          .                        .  i.,  129 

invented  banking i.,  256 

invented  cheques i.,  258 

and  bills  of  exchange L,  182 

on  the  transfer  of  debts  in  law  of L,  174 

sanctity  of  their  family  ledgers i.,  256 

methods  of  extinguishing  credit  in  law  of 1.,  215 

ROTAL  BANK  OP  SCOTLAND 

formed  out  of  the  proprietors  of  the  Equivalent  fund        .        .  ii.,  200 

invents  the  system  of  cash  credits ii.,  201 

8 

meaning  of i.,    40 

distinguished  from  exchange  in  Roman  law                               .  i.,    42 
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^i^flh  iDMiit  for  qnosttoiii  for  joiy ,  iL,  5ai 

OEoditor  ohooBiag  to  iaka  s^ctrnty  instead  of  gobIi     •       *       .  ii,,  5M; 

tnnsler  of  debt  ai     .       *                      ii.,  595' 

-    judgment  witbont      ..••«,.».  ii,,  5S7 

diflclLarglDg  debtor  from  exectitiQa    .      . .        ,        ,        ,        <  u^,  537 

wIk^u  paymijiit  of  gmoUur  Bam  mt^  be,  foor  a  larger  h.        «        ,  ii.,  55$^ 

or  nogotiable  seooxi^       •       •       •       «       ,       «       .       .  IL.  €3i« 

inehidos  servleei  aa  iraallii       •«..<..  L,     4 

and  titrejt  dA  ctianc^ .        »•.'.'•        .        *         ♦         .  i.,      8 

calk  a  tmnsaction  effected  by  mooej  a  dflml-cicli^igB      .        .  L,   24 

clABBes  tratitip<>rt  aa  one  sp^cie^  of  jplodiiotiDQ  ,        ,        .        .  i,    1^ 

B^lf'ContnidiQtioD  on  meaaing  of  commmatUm         .       .       ;  i,  00 

cm  Tulae             ,        .  L,  102 

BCOTCH  BANES 

op«n  braccheB  in  England         .        .        .  '      .        .        .        .  iL,  396 

3fr.  GoBclitn'fl  bill  to  exclude ii.,  397 

quite  legal  for  them  to  do  so,  so  long  as  they  do  not  issue  notes  iL,  407 

SECURITIES  . 

for  money .        .        .  i.,   44 

convertible i.,    44 

banker  aa  trustoo  or  bailee  of  banking ii.,  414 

as  pawnee  of      ....        * ii.,  416 

of  goods  taken  as ii.,  418 

of  roUciea  ol  Life  Assurance  as ii.,  419 

of  Dock  Wan-antB  and  Bills  of  Lading  as iL,  421 

of  title  deeds  taken  a& ii.,  431 

banker  aa  Warehouseman  of il.,  434 

banker's  lien  on  cuetomera' iL,  434 

given  by  third  parties  to  bankers  to  secure  advances  to  their 

dUfltomers ii.,  441 

given  ''  for  and  on  account  of"  and  in  **  satisfaction  "       .        .  ii.,  634 

held  by  creditor  alter  releastng  debt ii.,  530 

paying  before  due              ii.,  534 

taking  billi  or  otheirs,  as  collateral ii.,  546 

taking  co-extensive,  of  a  higher  order ii.,  536 

SENIOR 

enumerates  personal  quahties  as  wealth i.,     5 
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SENIOB 

confasion  on  value L,    74 

SBT  OFF  and  MUTUAL  CREDIT 

now  enacted  by  statute iL,  439 

mutual  credit  and  lien iL,  440 

what  mutual  credit  includes iL,  440 

SETS 

biBs  drawn  in,  meaning  of iL,  547 

parts  refer  to  each  other ii.,  547 

should  circulate  together ii.,  547 

transferee's  right  to  parts ii.,  547 

holder  of  one  part iL,  547 

payment  of  one  part ii.,  547 

drawee  accepting  two  parts ii.,  548 

paying  one  part  with  forged  indorsement iL,  548 

8EVEBUS,  ALEXANDEB 

makes  debts  freely  saleable •     L,  178 

8HEPPAED 

dassee  debts  as  chattels i.,  249 

on  meaning  of  debt L,  252 

8H0BT  BILLS 

meaning  of  term iL,  417 

belong  to  customer ii.,  417 

or  hiB  assignees ii.,  417 

banker  misappropriating ii.,  417 

customer  drawing  against iL,  418 

when  recoverable  if  banker  bankrupt iL,  418 

teat  of  banker's  right  to iL,  418 

SIGHT 

TP^i^iiTTig  of  on  bill  or  note 

no  days  of  grace  on  bills  or  notes  payable  at    .        .        .        .    iL,  483 

allowed  on  bills  or  notes  payable  after i|,^  433 

rights  of  action  on ii.^  518 

presentation  for  acceptance iL,  518 

presentment  for  payment li^  5^^  gy) 

SIGNATUBB 

may  be  I7  mark  or  stamp kU  480 

1^  procuration jj^  ^^ 

who  authorised ij^  ^l^ 

how  authority  given iL,  SSS 

taking  a  bill  signed  by iL,  3» 

authority  of  agent iL,  3» 

principal  may  ratify ii^  MS 

special  authority jj^  -^ 

duration  of  authority u^3»| 

agent  avoiding  liability !    i^  »4 

what  evidence  not  receivable  '        *    u^3»| 
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ulim'fim'iiot  bonnd                      •      '•                             •  fL^SK 

nembcra  ()f  noA-tndiiig  ifart&dtihi^                              .       •  iL,  586 

*  lioia«rofbffld|;n«dl)jotfiepiMMr.              •       .              .  iL^fiSS 

wImh  ligiier  membof  of  two  flmui  wilh  mhub  iuubo  •       •       •  JLy  6M 

dlt86hitioilofptetnttdi4MHy#iiotlfl«d  .                      •       •  9^6^ 

dmag^  of  tuniMk  on  baateS'  ciheqiiflii                                    •  i^  0M 

after  aiflaotatfofl  of  ytshmtaibip                                            •  IL,0M 

anmS,  ALGEBBAIOAL 

isplitelioilofiheoiyofitfttieokyorffedft             .       •       .  i.,161 

glHCnuaB,  SIB  JOHN 

ittggrtrtiaiiiiwieof  jfaflhagnfflrbilli  tolTW   •       .       •       .  l^ilO 

tOOTB,  ADAM 

'    ^smail&nMt  aoq^ti^                                            .       .       •  i,     4 
inohidM  paper  ondift  imdtt  dxeolaitl^                                  .1^8;  SI 

MM  Iha  Me  natoie  df  moiMj  ;                                    .       •  1^  SI 

QliflMdil  .       •       ;       .       •       .^      .       .       .       .       .  L,  47 

J    on  the  nelhoda  of  emplojiiig  eq^ttal                             ,       .  t,  if 

'     on  flied  and  floating  capital     .       '.       ^       .               ;       .  i,  51 

by  ootiBtiming  meantf  pardhasiilg      .       .                       .        .  L,  59 

self-oontrftdiotion  on  yalnd i,  100 

on  credit i.,  182 

exposition  of  fallacy  Of  Mercantile  system         .        .        .        .  L,  836 
says  that  difference  between  market  price  and  mint  price  of 

bullion  arises  fr6m  depreciation  of  coinage        .        .        .  ii.,     2 

contradictory  theories  of  currency ii.,  267 

SMITH,  J.  B. 

on  currency ii.,  806 

SOMEBS,  LORD 

judgment  of,  in  the  bankers*  case L,  378 

reversed  by  the  House  of  Lords         . i.,  874 

SOUTH  SEA  COMPANY 

founded  in  1711 !.,  424 

its  contest  with  the  Bank  of  England i.,  425 

its  collapse  in  1720 i.,  427 

SPECIAL  INDOBSEMENT 

what ii..627 

effect  of ii.,  527 

effect  of  after  general  indorsement ii.,  527 

STAMP 

present  duties  on  Bank  Notes ii.,  514 

Bills  and  notes iL,  515 

on  drafts  payable  to  bearer  or  order  on  demand        .        .        .  ii.,  500 

on  these  drafts  ma^  be  adhesive ii.,  501,  480 
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STAMP 

mnflt  be  cancelled ii.,  601 

penalty    for    issuing    instroments    withoat    being    legally 

stamped ii.,  481,  490,  500,  501 

instmrnents  not ''lawfully**  stamped ii.,  481 

not**  duly  "stamped .  u.,  481 

bills  and  notes  must  have  an  impressed  stamp  before  execution  ii.,  480 

when  may  be  stamped  after  execution ii.,  481 

innocent  holder  for  value  of  instrument  not  duly  stamped       .  ii.,  482 

instrument  void  under  stamp  laws  no  payment         .        .        .  ii.,  482 

receiver  not  chargeable  with  laehes ii.,  482 

relief  in  equity ii.,  482 

original  consideration ii.,  482 

penalty  for  illegally  re-issuing  paid  stamped  instruments         .  ii.,  482 

post  dated  stamped  cheques ii.,  502 

definition  of  bank  note  for  stamp  duty ii.,  514 

of  bill  of  exchange  and  promissory  notes ii.,  515 

on  bills  drawn  in  parts ii.,  517 

on  foreign  bills  and  notes  to  be  adhesive ii.,  516 

instruments  exempt  from ii.,  510,  511 

STATUTE  OF  LIMITATIONS 

debt  barred  by,  as  set  off ii.,  489 

appropriation  of  payment  to  debt  barred  by      .               .       .  ii.,  445 

as  to  instruments  payable  on  demand ii.,  483 

bank  deposits ii.,  500 

what  will  save  the  statute •  ii.,  500 

does  not  apply  to  banker  violating  a  trust                               .  iL,  508 

STIPULATIO 

meaning  of i.,  175 

abolished i.,  181 

SUM  PAYABLE 

when  stated  in  full  in  body  of  bill  or  note  and  in  the  comer,  in 

figures  differ ii.,  480 

SUPPLY 

meaning  of               .       .       .     ' i.,    68 

equivalent  to  production i.,    68 

SUPEA  PROTEST 

acceptance  or  payment ii.,  543 

SUBETY 

see  Order  of  Liability  of  parties 
see  Belease,  PaymetU 

T 
TEBENCE 

mentions  cheques i.^  258 

THBOPHILUS 

extract  from,  shewing  distinction  between  mutuum  and  com- 

modatum i.^  X42 
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|Mdi9totl]^6oqp6qii«ii666of  nidbaaiyolMtiifrBi^              •  ^868 

TKaBim>N,  8AMUHIa,B6ttk])ii60ldr 

hii  eyideny  befoie  Qommomi*  Oonmrittee        •              •       •  IL»  78 

i!DCB  OF  PATMBUT  <^ 

.  *   trlieii.noiiQ^  wh^n pftjiUa V      '*  '    ;:k^480 

•     tniy  1>6  niy^OTtain  if  sue  lo  oqom     .  '    •              •       »-  -  -*v  IL,  818 

XCCLB  DIBED0 

takan  m  eqnilaUe  mortgBga « *  '  •  ii^  481 

M seenrity te fnliize adfanoe ^  IL»M 

M 86911x117 for anteeedentadYiiifl^    ..*»••  &,481 

deposit  of ,  to  ezolnde  Statate  of  Frauds    .               .       ,       .  iL,481 

delivery  of  deede  with  agreement  to  exeonte  mortgage      .        .  it,  481 

not  npcessary  to  have  aU  the  deeds iL,  432 

memprandimi  need  not  be  stamped ii.,  432 

equitable  snb-mortgage      .    ' ii.,  483 

**  may  advance  "  may  include  post  advance        .        .        .        .  ii.,  438 

legal  or  equitable  mortgage  extended  by  parol  .        .         .        .  ii.,  433 

time  to  redeem  equitable  mortgage ii.,  433 

equitable  mortgage  by  deposit  of  lease ii.,  438 

deposited  by  one  as  equitable  mortgage  for  another  .        .        .  iL,  433 

depositing  trust ii.,  433 

what  deposit  of,  to  an  estate  carries  with  it       .  '    .        .        .  ii.,  433 
first  mortgagee  making  advances  with  knowledge  of  second 

mortgage ii.,  433 

misdescription  of  depositor's  interest ii.,  433 

deposit  of  copy  of  Court  roll ii.,  434 

deeds  including  several  estates,  one  specified  as  mortgaged      .  ii.,  434 

trust  prevails  over  fraudulent  deposit  of iL,  434 

TITCHFIELD,  MAEQUIS  OF 

on  currency L,   86 

speech  of,  on  Western's  motion ii.,  104 

TOOKE 

on  origin  of  monetary  crisis  of  1798 L,  437 

of  crisis  of  1797 i.,  444 

evidence  before  Lords*  committee  of  1819         .        .               .  ii.,   78 
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TOOKE 

obfletratioos  on  distoeM  of  18S8 ii.,    95 

on  iBSiies  in  1819  mnd  18iS iL,  101 

his  opinions  on  ennency iL,  819 

TBANSFBB 

of  a  credit  or  debt iL,  476 

ralM  of  law  regarding ii.,  476 

by  Statute iL,  476,  492 

of  bins  and  notes  without  indorsemoit  .     ii.,  827,  484 

'idiat  transferor  warrants ii.,  484 

of  lost  or  stolen  instruments ii.,  284 

when  transferee's  title  good ii.,  285 

-    when  transferee  cannot  retain  it ii.,  285 

all  bills  and  notes  now  transferable ii.,  526 

mode  of,  see  Indonement 

d  bill  held  in  trust ii.,  528 

of  oyerdne  cheque iL,  508 

of  altered  biU u.,  523 

U 
ULnAN 

eiasses  debts  as  wealth !•«     7 

USAKGB 

what  it  is ii.,  580 

between  different  countries iL,  680 

UTTBB 

;of ii.,  479 

\  of  forgery  complete  without ii.,  548 

V 
YALUE 

definition  of L,  15,    64 

by  Aristotle L,    15 

inBomanLaw L,    15 

requires  two  objects i.,  16,    66 

Physiocrate  definition  of i.,    65 

is  a  ratio  or  an  equation i.,    66 

initanoesof L,   67 

cannot  be  a  general  rise  of L,    70 

coor  of  expression  Intrinsic i.,    70 

confusion  of  Senior  on      .                       .        .        .        .        •  L,   74 

distinction  between  Depreciation  and  Diminution  in         .        •  L,   75 

a  standard  of,  impossible L,    77 

on  the  origin,  source,  or  cause  of i.,   77 

must  be  a  single  cause  of L,   77 

inyestigation  of  form  or  cause  of L,   79 

enumeration  of  instances  of L,   79 
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VALUE 

liocke  asserts  labour  to  be  the  cause  of L,   80 

Bicardo  and  MoCulloch  on                .        .        ...        .        .  L,    82 

Oarey  on L,   83 

examination  and  refutation  of  the  doctrine  that  labour  is  the 

cause  of L,    84 

labour  is  only  the  accident  of  value L,    92 

oxample  of  Bacon's  aphorism L.   93 

materiality  not  necessary  to i.,    93 

permanence,  or  durability,  not  necessary  to      .               .        .  L,   94 

exchangeability  sole  essence  of L,    94 

DsMAND  is  the  sole  cause  of i^    94 

Boisgnillebert  says  that  demand  is  the  cause  ol       .        .        .  i.,   97 

Hume  and  Italian  econonusts  say  the  same      .                       .  i^    98 

Condillac  also L,    99 

self-contradiction  of  ^mith  on i.,  100 

self-contradiction  of  Bicardo  apd  McCulloch  on       •       •       •  t,  101 

Whately,  J.  B.  Say,  and  Bastiat  on  .        .        .        .        .        .  L,  102 

is  an  affection  of  Uie  mind,  and  not  a  quality  of  an  object       .  i.,  103 

to  investigate  a  general  law  of i.,  106 

can  only  be  one  general  law  for  all  six  species  of  exchange       .  i.,  106 

conditions  of  a  general  law  of i^  108 

originally  given  by  Lord  Lauderdale         .        .    '    .        .        *  ^  ^^ 

contains  eight  independeut  variables        .....  i.,  110 
no  change  in,  can  take  place  except  by  the  operation  of  this 

law i.,  Ill 

VALUE  BECEIVED 

not  necessary  in  a  bill  or  note           .        .        .        .        i.,  207 ;  ii.,  480 

VABYING  ACCEPTANCE 

meaning  of ii.,  521 

VERRI 

on  value i.,    98 

VON  SAVIGNY 

on  obligations i.,  133 

on  release i.,  216 

w 

WAIVER 

bill  or  note  discharged  by ii.,  531 

partial,  requires  a  consideration ii.,  531 

of  notice  of  dishonour ii.,  541 

WARD,  JOHN,  general  merchant 

his  evidence  before  Commons'  Committee  of  1819    .        .        .  ii.,    77 

WARD,  WILLIAM,  Bank  Director,  and  Cambist 

his  evidence  before  Committees  of  1819 ii.,    69 

WEALTH 

Aristotle's  definition  of,  now  generally  adopted         .        .        .  i.,      1 

three  species  of i.,      2 
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VEALTH 

maj  be  symbolised  by  Manqy,  Labour,  and  Credit  .               .  L,      8 

dialogoe  on,  attributed  to  iBsi^iineB  Soeratioiui                        .  !.,      8 

Smith  ennmerates  **  acquired  and  nsefal  abilities  '*  as     .       .  L,      4 

Bay  inolndes  seryioes  as            i.>      4 

Senior  indiides  personal  qualities  as !.,      5 

Idl  includes  **  acquired  capacities  "as i.,      6 

Bights  indnded  in  Boman  Law  as i-t      7 

Smith  includes  Bights  as L,  5,    81 

Saj  includes  Bights  as i.,  8,    61 

mil  includes  rights  as i.,  9,    49 

TBBSTEB,  DANIEL 

on  credit i.,  127 

nSBTBBN 

hia  attacks  on  Cunenoy  Act  of  1819 ii.,  103 

TBSTBBN  BANE  OF  SCOTLAND 

•OQonnt  of  its  mismanagement  and  failure  in  1857    .        .       .  iL,  217 

rHAXELY 

on  value i.,  102 

?1LLIAMB,  MB. 

im  eho9e$-in-aetion i.,      8 

on  debt  as  meaning  a  personal  duty i.,  185 

am  meaning  a  right  of  action i.,  137 

iraiGHT,  Sm  MABTIN 

on  feudal  tenures i.,  I37 
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